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Financial Highlights

Cash Amenica International. Inc.

{Dollars in thousands, except per share data)

2006 2005 2004
OPERATIONS - years ended December 31 (o) o - o J
Total revenve 5693,214 $594,346 $469,478
Income from operations before
depreciation and amortization 131,331 104,129 78,623
Income from operations 104,019 80,712 61,413
Income from continuing operations {b} $ 60,940 $ 44,821 $ 34,965
Income from continuing operations per share - Diluted $ 200 $ 148 $ 1.8
Net income (b} $ 60,940 $ 45,018 $ 56,835
Net income per share — Diluted $ 200 $  1.49 $ 1.92
Dividends per share $ 0.0 $ 010 $ 037
BALANCE SHEETS — of December 31 (o) B ’
Earning assets $294,419 $228,667 $212,893
Total assets 776,244 598,648 555,165
Total debt 219,749 165,994 166,626
Stockholders” equity 440,728 374,716 333,936
Current ratio 3.2x 4.8x 4.6x
Debt to equity ratio 49.9% 44.3% 49.9%
Return on assets (¢} 2.3% 7.9% 8.3%
Return on equity {c} 15.0% 12.8% 11.7%
Net book value per common share outstanding $ 14.83 $ 1279 $ 11.37
Common shares outstanding {d) 29,728,465 29,300,774 29,366,713

(o)

{5}

f)
fd!

In September 2004, the Company sold its foreign pawn lending operations. The amounts for oll periods presented have been reclassified fo reflect the foreign operations os

discontinued operations.

See “Manogement's Discussion and Analysis of Financial Condition and Results of Cperations” and “Financial Statements ond Supplementary Data” for amounts ralated 1o delails

of gain from termingtion of contract for 2006 and discontinued operotions for 2005 and 2004,
Returns based on Income from Continving Operations after taxes divided by average total assets ond average Iotal equity of the Company.
Includes 59,141 sharas, 64,957 shores and 69,935 shares in 2006, 2005 and 2004, respactively, held in the Company’s Nonqualified Sovings Plan,
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Cash America exists to help people gain access to the things that [T P 2 I8
o o @
o 2, 2
. . - . KDO o> o

are important in their lives. They are able to get to work. To buy (Y
SECTION

diapers. To pay tuition. To go to the doctor. Reading through
this year’s annual report, you’ll see that the means by which we

are providing access to services continue to evolve and expand

t's all about access.

with the times and with our customers’ demands. We're
finding ways to add convenience to their lives. We're growing
geographically and technologically. The results are impressive,

and you have full access to them on the pages of this report.




To my tellow

2006 was a great year
to be a shareholder of
Cash America. | know
because I'm married to
a significant shareholder
who commented
frequently in 2006
that she was enjoying
Cash America’s share
price appreciation,
By the way, this is
the same lady who quickly lets me know when things
are not going well, which she has found an occasional
opportunity to do during my lengthy career at Cash
America. Please take comfort in the knowledge that I'll
be working hard to extend this moment of marital bliss
well into 2007 and beyond.

2006 was indeed a great year for both the Company
and its shareholders, a causal relationship which
should, but doesn’t necessarily, always follow. Cash
America enjoyed another record year {or revenue and
net income while also registering
stock appreciation of 102% for the
calendar year and posting an all-
time high stock price of $47.98 per
share in late December. For those of
vou interested in other benchmarks,
2006 was the first year in our
history that we passed the 5100 so40r
million threshold in income from
operations, broke the $2 barrier
for earnings per share and eclipsed sozep
the $1 billion mark for market

$0.80

$0.701

$0.601

3 $0.51

$0.50+

$0.36

$0.301

ALl

shareholders,

competitors also registered record-high share prices
during the year. My competitive juices urge me 1o spin
a tale enumerating the many ways our home run was
better than their home run, but the reality is that we all
stepped up to the plate and made solid contact against
a pitcher (a.k.a. market conditions} who failed to throw
any regulatory curveballs and served a high-hanging
fastball of robust consumer demand. Like competitors
in any industry, in the deep recess of our emotional
psyche, we secretly hope our competitors stumble as we
sprint ahead. Fortunately, rational thought prevails in
teaching us that our sharcholders benefit the most when
the entire sector performs well, Clearly, the success of
the entire sector has elevated earnings multiples to a
level that each of us may have found difficult to reach
as a stand-alone winner.

Interestingly, the market success of our sector
has attracted the heightened attention of a number of
watchful constituents, some welcomed and some not.

The private equity funds have now entered our
world with significant investments and plans for
expansion. In 2006, one East Coast
fund purchased a private payday
lender based in Ohio, and another
East Coast fund purchased ACE
Cash Express, a public company
offering check cashing and pavday
loan services. The ACE transaction
alone was valued at $455 million,
demonstrating a sizable investment
in our sector. The entrance of private
equity groups into our business realm
helps validate our business model
and brings new capital and talent to

1$0.71

1 $0.42

Quarterly earnings per share
from continuing operations

$0.10
capitalization, We also achieved ﬂ
most of our non-financial goals that o a2
now form stepping stones for
future growth.

While it is fun to highlight the specific
accomplishments of Cash America, 1 would be remiss
if 1 failed to acknowledge that 2006 was a great year
for most of the companies operating within our sector
of specialty finance. | believe the share appreciation
of all of the public companies in our space handily
beat the returns of the S&P 500, and a number of our

Q3 Q4

Oo2 Oo3 [Joa Qos dos

the industry. While this development
adds another layer of competitive
threat, | believe the sector would

be foolish to do anything but welcome the enhanced
visibility and validation private equity brings to

our companies.

In addition to the private equity funds, the more
traditional financial institutions such as commercial
banks, credit unijons, thrifts and credit card companies
have remained interested constituents, These lenders



recognize that our sub-prime specialty finance sector
serves a young and expanding customer group that feels
disenfranchised by a perceived lack of courtesy, respect
and convenience missing in traditional outlets. Statistics
show that immigration, wage stagnation and certain
cultural factors are driving higher population growth
rates in our customer group than the traditional lenders
find in their core customer base. Crafting products and
services that appeal to the unbanked

$110~
and underbanked segments has proven
frustratingly elusive for these institutions, s1oor

soo

but they continue to watch our progress
and envy the relationships we have
established with our customers.

Is this attention welcomed or not? My %
view is that the attention of these larger $50
institutions will ultimately create value for ¥°r
owners in the specialty finance sector, not 9
destroy it. [ am not naive enough to ignore 20/
potential competitive intrusions from 101

3801

$70|

Cash America International. Inc,

segment field management team. I told this group of
seasoned veterans that | have never been more excited
about the future of our company in the 22 years | have
been associated with Cash America.

Why is that?

Simply stated, my enthusiasm for the future is
underpinned by a long-term vision that foresees Cash
America as a diversified, multi-product, multi-channel
financial services company serving the
needs of a customer base significantly larger
than we have access to today. This vision
has evolved to a grander scale as we have

§104]|

] expanded our examination of the full breadth

of opportunities encompassed by our core
purpose of providing financial solutions to
help ordinary people meet their needs and
pursue their dreams. While some may judge
this purpose as oddly quixotic, |1 assure you
that it provides a frame of reference that has
opened our eyes [0 opportunities previously

income from operations

fin millions)

traditional lenders, but I do believe these 30

considered unapproachable,

02 03 04 05 06

institutions are hamstrung by a regulatory

and political fabric that is unlikely to ever be unwoven.
Our specialty hinance sector offers products that are
generally of small denominations for short durations
requiring an extraordinarily high level of touch. Asking
traditional lenders to compete on these products within
their well-established regulatory framework is like
asking the Dallas Cowboys to play without helmets and
shoulder pads. The focus from these lenders and their
frustration in serving our customers help create value
by illuminating the marketplace vacuum that objective
legislators realize must be filled by companies such

as Cash America. Such attention only strengthens our
sector’s march toward mainstream - a march that should
ultimately translate into greater value for all owners.

Finally, our sector’s success continues to frustrate
consumer activists and the left-wing media. Despite
fundamental economic principles of supply and demand
and free market efficiency, these groups have adopted
the simpleton view that every business relationship
involves a win-lose proposition. If our specialty finance
sector is winning (as evidenced by unit expansion, job
growth, increased tax revenue and wealth creation}, then
the consumer must be losing - and the activists want to
protect them by stripping away their financial freedom
to select products that best fit their particular need.
This is not welcomed attention for us or our customers.

[ believe we are winning this war, but plenty of
battles remain.

With this backdrop on the overall sector, you may
be wondering about my balance of optimism and anxiety
over the specific prospects of Cash America. | had the
opportunity to address this particular issue in a keynote
speech recently delivered to a gathering of our pawn

Our 2006 acquisition of CashNetUSA
has filled an important gap in our long-term vision by
launching us into the online channel, which we believe
to be the {astest growing channel in the short-term
cash advance arena. This particular component of our
business strategy establishes the most significant point
of differentiation we have ever enjoyed vis-a-vis the
competitors | acknowledged earlier in this message.
Fortunately, I don't think we will have to wait long to
determine if this point of differentiation is meaningful
to earnings and shareholder value.

But our entry into the online channel is not the
only move we will make in pursuit of our grander vision.
We believe other channels are ripe for development,
and we see ourselves offering an expanded array of
financial products, predominantly loan products - some
of which are offered by others today and some which
have not yet been developed. We will be expanding our
reach among the demographic customer base we serve
today while searching for ways to continue serving those
customers who are migrating up the sub-prime scale.

A skeptic may find a hyperbolic glow in our vision,
but | believe great achievements are preceded by great
dreams. | hope you stick around long enough to enjoy
the journey with your management team.

Thanks for your ongoeing support.
Daniel R. Feehan

Chief Executive Officer and President
February 2007
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Friendly and knowledgeoble
customer servica representatives are
prepored 1o assist customers in all

782 lending locations.

Cash access.

How Americans gain access when traditional services fail them.

In today's fastpaced environment, it is

not unusucl for ordinary hardworking
Americans 1o be faced with an
unexpected urgeni need tor cash.
Frequently the ability fo access this cash

is not available at traditional banks, and
Cash America is there in that time of need,
providing access and alternatives to our
customers. Offering smoll, shorterm loans
gives customers a fowercost opfion o high
penaliies or lote fees associated with the
inability to receive cash when they need

it. Our loans range from a few weeks to

a few months, giving customers the ability
to choose a financial solution that is right
for them.

One of the fastestgrowing financial
iools avaitable in America today is our
cash advance product, often referred
lo as a payday loan. Cash advances
are preferred by our cusiomers over
increasingly high bank fees, NSF charges,
late fees on credit cards and, of course,
penalty charges and fees on delinquent
accounts from utility companies or
morigoge sefvices.

A customer brings in paperwork such
as a currenl pay stub, bark statements
and utlity bills and applies for a shortterm
loan. The customer signs a promissory
note and related documents and, in many
cases, leaves a personal check for the
loan amount plus fees, The customer has
the option of paying cff the loan in cash
or allowing Cash America to deposit or
electronically process the check at the end
of the loan term, which is usually about
two weeks. Unlike pawn loans, cash
advances are based on the customer's
personal credit, with no collateral.

Cash odvances are typically larger than
average pawn loans. Customers with

a job, an active checking account and a
qualitying credit score from our internally
developed scoring model have access to
the cash advance option as a means of
getting the funds they need quickly.

Twelve months ended
December 31, 2006
27%

Profit on sale of
merchandise

Composition L 0%
of net i Shorttgrm
revenue . cash odvance
faes

IN%
Pawn
service
charges

- et
2%
Check

cashing/
other

Cash America International, Inc.
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With 720 lending locations offering
cash advances, Cash America provides

fast ond convenient solutions o sotisfy

our customers’ needs for shortterm loans.

$1,200

3800+

$400-

$200

30

55,50

0

* Includes amounts extended by

02 03 04 05 06

third porties.

Cash advances written*

fin miflions|

Online access.

The needs for cash advances are as
varied os the people who use them. Our
cusiomers are the teachers, road workers,
medical technicians, waitresses, siudents
and bank tellers who are America’s
backbone. These are the people who
have come to know Cash America as @
resource in their community and in their
lives. Peogle choose cash advances to
pay for items such os car repairs, unusually
high utility bills, unexpected medical
expenses, college books and other short-
term needs. With this tool, we're providing
a financial bridge to their next payday.

It's designed as a shortterm solution to an
immediate problem. Ve encourage our
customers to seek other solutions for their
longerterm financial needs.

These are also the people who
rraditional banking institutions have, in
meny ways, ignored. Our ypical customer
has limited access io many financial
options, even as our economy strengthens
and exponds. These are hardworking
Americans, busy pursuing their dreams.

In 2006, Cash America funded
$1.2 billion in cash advances — up
from $930 million in 2005. loan sizes
range from $100 to $1,500. As with
our traditional pawn business, Cash
America leads the way in defining and
implementing the industry stondard of “fair
praclices” in an effort io make the cash
advance product as fair and beneficial to

our customers as possible.

Cash America Intemational, Inc.

Online access expands the
universe of possibilities.

An additional avenue for accessing
cash was made available to our customers
with the purchase in September 2006
of CashNetlUSA, a leading provider
of online cash advances. Through
CashNetUSA, customers in 29 states
can arange cash
advances via the
Internet. With
its proprigtary
software and
de|ivery p|atform,
CashNetUSA
hos served over
320,000 new
customers since
its inception in 2004. Clearly, many
people prefer this convenient, proven
and accepled method for oblaining the
funds they need. Adding CashNetUSA
io our feam is anolher example of
Cash America’s effort to use the latest
technology and innovations o provide

solutions for our customers.
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llems of perscnal property can easity
be used lo colloteratize o pown loan,

providing the customer cosh in minutes.

Staying

Cash America International, Inc.

connecteaq.

How we originally connected with people, and how we stay connected.

Cur traditional pawn business, our reason
for existence in the beginning, continues o
grow. Cash America locations are bright,
wellit stores staffed with knowledgeable,
friendly associates. Here's how a
traditional pewn loan works. Customers
bring in items of personal property for
which they receive a loan based on Cash
America’s expecled resale value of that
property. They have the choice of returning
and paying the loan balance and
redeeming their items, or Cash America
can keep the property in complefe
satisfaction of the customer's obligation,
with no negative effects on the

customer’s credit.

While about 70 percent of customers
choose lo redeem their property, many
do not. And so, retail customers gain
access to afiraclively priced items for sale
in our slores. s a plecsant environment
in which to shop and find terrific bargains
on a variety of merchandise, from musical
insiruments to jewelry 1o electronics.

Since customers have come fo rely
on us as a financiol resoutce, we have
worked to expand our offerings, giving
people access to more and more financial
tools. Today, we offer check cashing
services in our Cashland, Mr. Payroll and
many of our pawn locations, as well as
money orders, money hanslers, stored
value cords, insurance ond other products.
Not all are available in every location, but
we conlinue 1o broaden their accessibility.

4%
Musical
10%  Instruments
Tools ™"
1M% ‘ ~
Other Pawn

lending

collateral/

merchandise
mix

16%

Electronics ¥

As of Decer,n.ber 31, 2006







Cesh America is establishing new lending

lacations in developing markets to enhance

geogrophic penetiation and to serve more

customers every day.

800

700

500

400

300

200
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Total lending locations

fas of December 31)

Cash America Intemanoenal, Ing.

INg access.

Growing more accessible every day.

As demand for both cash advances and
pawn loans increases, Cash America is
expanding geographically. This year we
added 32 lending locations {23 pown
and @ cash advance), including the
purchase of the largest pawnshop chain
in Alaska, based in Anchorege, and an
11- location chain in Houston, Texas.
We ended the year with a tolcl of 782
iending locations in 23 staies, where
cusiomers have access to Cash
America’s services.

We continue o be committed to the
ongoing development and expansion
of our industryleading pointof-sale and
management information systems. We
chose early in the year fo evolve 1o @
new, more customercentric plafform that
will enhance information flow and keep
our operations quick and efficient. The
new system is scheduled o be in our cash
advance locations in late 2007

Our pioneering monagement fraining
program ensures that Cash America’s
core values will extend throughout our
organization, wherever we do business.
We want every customer and coworker
Io have access to the besl service in

the country.
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* Includas cosh odvances extended
by third parties.
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Cash America Inmemational, Inc. s

-~ Access benefits| |
everyone,

The results prove it — providing access for everyone benefits everyone.

I's been an amazing year. We're a leader
in a dynamic, faskgrowing industry. It
comes with its challenges, of course. But
the numbers speak for themselves.

Aftertax earnings from continuing
operations increased 36% in 2000,
reaching $61 million, on a 17% increase
in total revenue, which fell just under
$700 million at $693 million. The
eamings increase of 36% in 2006 comes
after increases of 28% and 59% in 2005 Qur emphesis on performance and
ond 2004, respectively. Our total assets  results led to @ record yeor for aftertax

have grown from $377 million in 2003 to  refuins on assets ond equity as these

$776 million as of yearend 2006. two fundamentel financial measures of
performance reached .3% and 15%, .
s300[ respectively, for fiscal year 2006. ‘
Our financial success was recognized &S
s=or _l by Wall Street as the share price of
s200l % Cash America reached a new altime B
— high in December of 2006 of $47.98, x|
s150} ] 3 representing a total market value of equity (¥
_ . ] of $1.42 billion, the largest in our
3100 @ g’ .
— @ £ industry sector.
£
8 _
$50H ?“ _S
gt
50 Os

02 03 04 05 06

[ Pown loans [J Cash advances :r::::fn; n;mfﬂ;ﬂhﬁ: (g;d,ﬁe g =
previously owned merchandise offered Jor ot
resale by Cash Americo. The monufaciurers
of these items do not in ony woy sponsor of
promote Cash America.

* Gross cash advances in pawn and
cash advance locations fincludes
omounts extended by third porties).

15




Cash Amenca Internatonal, Inc.

*
Traditional bricks and morior locations
I cover 23 states as of year end, as shown
below. During 2006, Cash Americo added
° the convenience of online access to cash
advance loans, which serves 29 siates as of
yearend 2006.
°
We're not about io rest on our laurels. LENDING LOCATIONS 3
Continuing to help our customers gain - As of Dacamber 31 ;
_ } L pAWN 2006 2005 2004 £
cccess to the things they need requires * Texas 195 181 174 E
. . . | Florida 67 67 64 £
our ongoing commitment o excellence in ' Mevada 25 26 2% .
. . i Tennessee 2 22 23 kK
everything we do. Our core valugs guide Bricks & Morlor and Inlernet tending . Louisiana 20 2 2 f
s as we widen the s nd availabili oz I " n o
u we wi cope ond ovailcoility D Internet Lending Cnly .! Eﬂgorgra. 17 17 17k
issouri 16 16 16 |
of our products, as we develop new " llinois 15 12 f
) . D Bricks & Mertar lending Cnly » Oklahoma 15 15 15 T
offerings, as we expand geogrophically, " Indiana 12 13 13k
. No Lending Activi  Kentucky 10 10 g k
and as we continue to answer the o Lending Activity North Carolina~ $0 10 0 k
i ; Alabama 9 9 9 F
needs of our customers, coworkers and * Utah 7 7 7 k
o i Ohi 6 6 F
shareholders. So we invite you fo read | SouthCaroina 6 2 6 b
. . -, ; - - K
the financial pages that follow, visit our , éﬁf,’,‘j‘m 2 5 5 F
. . . Washington 5 4 4 K
Web site, visit ¢ Cash America store, or 1o - Callfornia 1 1 .
. : . ) ska Nebraska 1 1 1
confact us with your questions. We want (4 ! Total Pawn 487
to provide you with as much access CASH ADVANCE
. Chio 137
as possible. hrersaee Texas 54
% California ¥
Indiana 32
i Kentucky 16
+ Michigan 12
* llingis 7
Total Cash
T Advance 295
TOTAL LENDING
762

LTy MosllenBrownsvite
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Cash America Intemational, Inc.

1,000
800
600

400

Index Value

200

Index

Cash America Infernational, Inc.
S&P 500

Russell 2000

Cash America 2006 Peer Group™*
Cash America 2005 Peer Group™*

[ =3 Cash America Internaticnal, Inc.
~{— $&P 500 '

| =0 Russell 2000
—{1— Cash America 2006 Peer Group*
—{J— Cash Americo 2005 Peer Group**

12/31/00

W m R T P s T

Period Ending

Yotal return performance

12/31/06

12/31/01 12/31/02 12/31/03 12/31/04 12/31/05
100.00 112.65 251.85 358.69 281.15 570.32
100.00 77.90 100.24 111.14 116.59 135.00
100.00 79.52 117.09 138.55 144.86 171.47
100.00 160.04 401.37 787.50 530.02 882.06
100.00 126.35 305.85 568.31 389.47 640.61

* The Cash America 2006 Peer Group includes First Cash Financial Services, Inc., EZCORE Ine., Dollor Financial Corp., GC Holdings, Inc., and Advance America, Cash Advance Centers, Inc.

** Tha Cash America 2005 Peer Group includes First Cash Financial Services, Inc.

Cash Advance Centers, Inc.

Source: SN Finoncial LC, Charlottesville, VA
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C, 20549

FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 3 l , 2006

OR
S 1] TRANSITION REPORT PURSUANT TO SECTION 13 OR IS(d) OF THE
SECURITIES EXCHANGE ACTOF 1934 " _
For the transition period from 10 , ; Mt S

Commission File Number 1- 9733

CashAmerfcas

Cash America international, Inc.”
(E.mct name of registrant as vpccaf ted in its charter)

‘Texas e - 75-2018239
(Staie or ether jurisdiction of - S (L.R.S. Emplover
incorporation or organization} . . . Identification No.)
1600 West 7" Street . : :
Fort Worth, Texas - : . : . 161022599
(Address of principal executive offices) . (Zip Code)
Registrant’s telephone number including area code , .
(817) 335-1100 . . !
Securities Registered Pursuant to Section 12(b) of the Act: ;
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PARTI -
ITEM 1. BUSINESS
General

Cash America Interational, Inc. (the “Company”™) provides pawn loans, short-term cash advances,
check cashing services and other specialty financial services to individuals. The Company also sells
merchandise in its pawnshops, pr1manly pcrsonal property that has béen forfcltcd in connecnon w1th its
pawn lending operations. - -

The Company was- incorporated in" 1984 to engage in the business of owning and operating
pawnshops. Since its formation, the Company has significantly broadened the s¢ale and geographic scope
of its operations and expanded its financial services offerings so that, as of December 31, 2006, it was the
" nation’s largest provider of pawn loans and, it believes, is the Iargest operator of pawnshops in the world.
As of that date, the Company provided-its specialty financial services through 918 locations, including 487
pawnshops in 22 states (including 12 pawnshops that are franchises), 295 stand- alone cash advance
locations and 136 check cashing locatlons and via the mtemct : :

Most of the Company’s pawn'shops operate under lhc “Cash America” trade name; 42 pawnshops
(located in Arizona, California, Nevada and Washington) operate under the “SuperPawn” trade name.

The Company offers unsecured cash advances to individuals through most of its pawnshops, in 91
standalone Cash America Payday Advance locations, in 204 locations operated by its wholly-owned
subsidiary Cashland Financial Services, Inc. under the “Cashland” trade name, and, since September 2006,
over the internet under the trade name “CashNetUSA” at www.cashnetusa.com.

The Company, thréugh its wholly-owned subsidiary Mr. Payroll corporation (“Mr. Payroll”), offers
check cashing services through 131 franchised and 5 company-owned check cashing centers, ' Many of the
Company’s pawn and cash advance locations also offer check cashing serv1ces and other retail financiaf
services suchas stored value cards, money orders and money transfers.

Since its'inception, the- Company has grown by acquiring existing pawnshops and establishing new
ones in locations that can benefit from its centralized management and standardized operatlons Since 2003,
the Company has pursued a similar strategy for acquiring and establishing cash advance locations.  With
both pawnshops and cash advance locations, the Company seeks to increase’ its share of the consumer loan
business and concentrate multipte lending locations in regional and local markets in order to expand market
penetration, enhance name recognition and reinforce marketing programs. The Company intends to continue
this strategy for acquiring and establishing new lending locations, and intends to offer new products and
services at its physical lending locations in order to meet the growing financial services needs of its
customers. With its acquisition of CashNetUSA in September 2006, the Company is also actively exploring
strategies to increase and enhance its online presence, with the goal of becoming the premier online cash
-advance provider. The Company also- intends to offer new products and services that complement its
specialty financial services and to meet the growmg financial services needs of its:customiers both at its
“physical lending locations and online. Lo

Recent Developments. On September 15, 2006, the Company, through its wholly-owned subsidiary
"Cash America Net Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC
(“TCG"), which offered short-term cash advances over the internet under the name-“CashNetUSA™, The
Company paid-an initial purchase price of approximately $35.9 million in cash and transaction costs of
approximately $2.9 million, and agreed to pay up to five supplemental earn-out payments during the two
year period after the closing. The-amount of each supplemental payment will be- based on a multiple of
earnings attributable to CashNetUSA’s business for the twelve months preceding the date of determining
each scheduled supplementat payment, as described more fully in the asset purchase agreement, and will be




reduced by amounts previously paid. The supplemental payments are to be paid in cash within 45 days of
the measurement date; the Company may, however, at its option pay up to 25% of each supplemental
payment in shares of its common stock based on an average share price value as of the measurement date.
Substantially all of these supplemental payments will be accounted for as goodwill. The first supplemental
payment of approximately $33.8 million, which was paid in cash in February 2007, was determined as of
December 31, 2006 and reflects adjustments for amounts previously paid. The operating results of
CashNetUSA have been included in the Company’s consolidated financial statements from the date of
acquisition. _ : ‘

" The Company added 21 pawnshops and closed two during 2006. The Company also added 12 cash
advance locations and closed three. In addition to its owned pawnshops, the Company offers and sells
franchises to third parties for their independent ownership and operation of “Cash America” or
“SuperPawn” pawnshops. The Company added four franchised locations in 2006. As of December 31,
2006, there were 12 franchised pawnshop locations in operation.

On September 7, 2004, the Company sold its pawn lending operations in the United Kingdom and
Sweden (the “foreign pawn lending operations™) in order to dedicate its strategic efforts and resources on
the growth opportunities of pawn lending and cash advance activities in the United States. As a result of
this sale, all discussions and financial information below have excluded the effect of the Company’s foreign
pawn lending operations, as they have been classified as discontinued operations.

The Company’s principal executive offices are located at 1600 West 7" Street, Fort Worth, Texas
76102-2599, and its telephone number is (817) 335-1100. As used in this report, the term “Company”
includes Cash America International, Inc. and its subsidiaries.

Access to Reports. Through its home page at www.cashamerica.com, the Company provides free
access to its Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K,
and all amendments 1o those reports filed or furnished pursuant to Sections 13(a) and 15(d) of the Securities
Exchange Act of 1934 as soon as reasonably practicable after such reports arg electronically filed with or
furnished to the Securities and Exchange Commussion (the “SEC”).

These reports may also be read and copied at the SEC’s Public Reference Room at 100 F Stréet,
NE, Washington, D.C. 20549, or at the SEC website at www.sec.gov. Information on the operation of the
Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330.

Pawn Lending and Merchandise Disposition Activities
Pawnshops are convenient sources of consumer loans. They also sell previously-owned
merchandise acquired from customers who do not redeem their pawned goods or purchased directly from
customers. A pawnshop may also sell items purchased from third party vendors.

Lending. When receiving a pawn loan from the Company, a customer pledges personal property to
the Company as security for the loan. The Company delivers a pawn transaction agreement, commonly
referred to as a pawn ticket, to the customer, along with the proceeds of the loan. If the customer does not
repay the loan or redeem the property, the customer forfeits the property to the Company, and the Company
sells the property.

- The Company relies on the disposition of pawned property to recover the principal amount of the
loan, plus a yield on the investment. It does not have recourse against the customer for the loan. As a
result, the customer’s creditworthiness 1s not a factor in the loan decision, and a decision not to redeem
pawned property does not affect the customer’s personal credit status. Goods pledged to secure pawn loans
are generally tangible personal property such as jewelry, tools, televisions and stereos, musical instruments,
firearms, and other miscellaneous items. (Pawn transactions can also take the form of a “buy-sell




agreement”. involving the actual sale of the property with an option to repurchase it Pledge and buy-sell
transactions are referred to throughout this report as “pawn loans.”)

The Company contracts for a finance and service charge to compensate it for the use of the funds
loaned. The finance and service charge is typlcally calculated as a percentage of the pawn loan amount
based on the size and duration of the transaction, in a manner similar to which interest is charged on a bank
loan, and generally ranges from 12% to 300% annually, as permitted by applicable state pawnshop laws.
These finance and service charges contributed approxrmately 21.6% of the Company’s total revenue in .
2006, 23.5% in 2005 and 23.6% in 2004.

The pawn ticket sets forth, among other items: the name and address of the pawnshop and the
customer; the customer’s identification number from his or her driver’s license or other approved
identification; the loan date; the identification and description of the pledged goods, including applicable
serial numbers; the amount financed; the finance and service charge; the maturity date; the total amount that
must be paid to redeem the pledged goods on the maturity date; and the annual percentage rate.

The Company sets the amount of a pawn loan generally as a percentage of the pledged personal
property’s estimated disposition value. The Company relies on many sources to determine the estimated
disposition value, including its- proprietary automated product valuation system, catalogs, “blue books”,
newspapets, internet research and its (or its employees’) experience in disposing of similar items of
merchandise in particular pawnshops. The Company does not use a standard or mandated percentage of
estimated. disposition value in determining the loan amount. Instead, its employees may set the percentage
for a particular item and determine whether the item’s disposition, if it is forfeited to the pawnshop, would
yield a profit margin consistent with the Company’s historical experience with similar items. The Company
holds the pledged property through the term of the loan, which generally is one month with an automatic
thirty to sixty-day redemption period (see “Regulation™ for exceptions in certain states), unless earlier
repaid, renewed or extended. A majority of the Company’s pawn loans are either paid in full with accrued
finance and service charges or are renewed or extended by the customer’s payment of accrued finance and
service charges. If a customer does not repay, renew or extend his loan, the unredeemed collateral is
forfeited to the -Company and becomes merchandise available for disposition through the Company’s
pawnshops, wholesale sources, internet sales or through a major gold bullion bank. The Company does not
record pawn loan losses or charge-offs because the amount advanced becomes the carrying cost of the
forfeited collateral that is to be recovered through the merchandise disposition function described below.

The recovery of the amount advanced and the realization of a profit on the disposition of
merchandise depends on the Company’s initial assessment of the property’s estimated disposition value
when the pawn loan is made. While the Company has historically realized profits when disposing of
- merchandise, the improper assessment of the disposition value could result in the disposition of the
merchandise for an amount less than the loan amount. For 2006, 2005 and 2004, the Company experienced
profit margins on disposition of merchandise of 38.9%, 39.0% and 38.5%, respectively. Changes in gold
prices generally will also increase or decrease the disposition value of jewelry items acquired in pawn
transactions and could enhance or adversely affect the Company’s proﬁt or recovery of the carrying cost of
the acquired collateral

At December 31, 2006, the Company had approximately 1.2 millien_eutstanding pawn loans
totaling $127.4 million, with an average balance of approximately $107 per loan.



Presented below is information with respect to pawn loans made, acquired, and forfeited for the
pawn lending operations for the years ended December 31, 2006, 2005 and 2004 ($ in thousands):

. 2006 2005 2004
Loans made, including loans renewed..........cooeeeeie.. $ 474,046 § 438,955 $ 336,021
Loans acquired........... e 4,365 3,631 26,781
Loans repaid.................. R [ (210,177) (202,015) (1 57;,624)
Loansrenewed ...............ocooiiiiiiiii SR (78,942) (77.878) (46,008)
Loans forfeited for disposition............ccccccooeeeeeeeeneie. {177,188) (156.766) (130,971)
Net increase in pawn loans outstanding ................ S 12104 § 5927 $ 28,199

Merchandise Disposition Activities. The Company sells merchandise that has been forfeited to the
Company when a pawn toan is not repaid. It sells merchandise principally at its pawnshops, but also
disposes of some items through wholesale sources, over the internet, or, in the case of some gold jewelry,
through a major gold bullion bank. The Company also sells in its pawnshops used goods purchased from
the general public and some new merchandise, principally accessory merchandise that complements and
enhances the marketability of items such as tools, consumer electronics and jewelry. For the year ended
December 31, 2006, $219.3 million of merchandise was added to merchandise held for disposition, of which
$177.2 million was from loans not repaid, $39.2 million was purchased from customers and vendors, and
$2.9 million was added through acquisitions of pawnshops. Proceeds from disposition of merchandise
contributed 48.4% of the Company’s total revenue in 2006, 50.7% in 2005 and 53.3% in 2004.

While the Company offers refunds and exchanges for certain merchandise items, it generally does
not provide its customers with warranties on used merchandise. Customers may purchase merchandise on a
layaway plan under which the customer makes an initial cash deposit representing a small portion of the
disposition price and pays the balance in regularly scheduled, non-interest bearing payments. The Company
segregates the layaway item and holds it until the customer has paid the full disposition price. If the
customer fails to make a required payment, the item is placed with the other merchandise held for
disposition. At December 31, 2006, the Company held approximately $7.5 million in customer layaway
deposits. '

The Company provides an allowance for valuation and shrinkage of its merchandise. The amount
of this allowance is based on management’s evaluation of factors such as historical shrinkage and the
quantity and age of merchandise on hand. At December 31, 2006, total pawn operations merchandise on
hand was $87.1 million, after deducting an allowance for valuation and shrinkage of merchandise of $1.9
million. '

Cash Advance Activities

The Company’s cash advance products are generally offered as single payment cash advance loans.
These loans generally have a loan term of 7 to 45 days and are generally payable on the customer’s next
payday. The Company originates cash advances in some of its locations and arranges for customers to
obtain cash advances from independent non-bank third-party lenders in others. In addition, with the
acquisition of CashNetUSA, the Company offers cash advances over the internet.

In a'cash advance transaction, a customer executes a promissory note or other repayment agreement
typically supported by that customer’s personal check or authorization to debit the customer’s checking
account via an Autormated Clearing House (“ACH™) transaction. Customers may repay the amount due
from the cash advance either with cash, by allowing their check to be presented for collection, or by
allowing their checking account to be debited via an ACH transaction. Collection activities are an important
aspect of the cash advance product offering due to the high incidence of unpaid balances beyond stated
terms. The Company operates centralized collection centers to coordinate a consistent approach to customer
service and collections. '
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The Company offers cash advances in which it lends its own funds and cash advances originated by
independent non-bank third-party lenders under a program introduced on July I, 2005 under which the
Company acts as a credit services organization on behalf of consumers in accordance with applicable state
laws (the “CSO program”). Credit services that the Company provides to its customers under the CSO
program include arranging loans with independent third-party lenders, assisting in the preparation of loan
applications and loan documents, and accepting loan payments at the location where the loans were
arranged. If a customer obtains a loan through the CSO program, the Company also, as part of the credit
services it provides to the customer, guarantees, on behalf of the customer, the customer’s payment
obligations to the third-party lender under the loan. A customer who obtains a loan through the CSO
program pays the Company a fee for the credit services, including the guaranty, and enters into a contract
with the Company governing the credit services arrangement. Losses on cash advances acquired by the
Company as a result of its guaranty obligations are the responsibility of the Company.

The Company offers short-term unsecured cash advances in most of its pawnshops, in standalone
. Cash America Payday Advance and Cashland locations, and, since its acquisition of CashNetUSA in
September 2006, over the internet. As of December 31, 2006, a cash advance product was available in 425
pawnshop locations and 295 stand-alone cash advance locations, and CashNetUSA had cash advances
outstanding in 29 states. Cash advance products offered under the CSO program were available at 314
locations and through the CashNetUSA website. Although cash advance transactions may take the form of
loans or deferred check deposit transactions, this report refers to cash advances originated both by the
Company and by third-party lenders under the CSO program as “cash advances” for convenience. Cash
advance fees earned by the Company contributed approximately 28.1% of the Company s total revenue in
2006, 23. 9% in 2005 and 21.1% in 2004.

The Company initiated the CSO program in Texas, Michigan and Florida in response to revisions
made by the Federal Deposit Insurance Corporation (“FDIC™) to its guidelines under which financial
institutions under the FDIC’s supervision could offer cash advance programs that significantly limited the .
ability of the third party banks to offer cash advance products. During the initial period of the CSO program,
the Company offered bank-originated cash advance products (the “Bank products™) and the CSO program.
The Company elected to discontinue offering Bank products to its Michigan consumers in July 2005 and to
its Texas, Florida and North Carolina customers in January 2006. The Company discontinued the CSO
program in Michigan in February 2007 and now offers only cash advances underwritten by the Company to
customers in that state,

During the third quarter of 2005,-the Company ceased offering single payment cash advances
originated by third-party banks in California and began offering Company-originated cash advances under
applicable state law. As an additional service alternative to its customers, during the fourth quarter of 2005
the Company introduced third-party commercial bank originated multi-payment installment cash advances
in California and Georgia. The Company discontinued offering single and multi-payment Bank products in
Georgia during the second quarter of 2006 and discontinued oftering the multi-payment Bank product in
California: during July 2006 due principally to its third-party commercial banks’ response to concerns that

~the FDIC raised to FDIC-supervised banks in late February 2006 regarding the FDIC’s perception of risks
associated with FDIC supervised banks’ origination of certain cash advance products with the assistance of
third-party marketers and servicers. Since discontinuing offering the Bank products in California, the
Company has been serving cash advance consumers in California by continuing to offer a Company-
originated cash advance product pursuant to state law. ‘

If the Company collects a delinquent amount that exceeds the amount it has acquired as a result of its
guaranty to third-party lenders, the Company is entitled to the excess and recognizes it in income when
collected. Since the Company may not succeed in collecting all of its delinquent accounts, it records an
accrual for amounts estimated to be adequate to absorb credit losses: from cash advances in the aggregate
cash advance portfolio, including those it expects to acquire as a result of its guaranty obligations. As of
December 31, 2006, $124.2 million of combined gross cash advances was outstanding, including $24.7
miilion owned by the third-party lenders that is not included in the Company’s consolidated balance sheet.
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An allowance for losses of $19.5 million has been provided in the consolidated financial statements. The
Company also provided accrued losses for third-party owned portfolios of $1.2 million at December 31,

- 2006, which is included in “Accounts payable and accrued expenses” in the accompanyirig conselidated

balance sheet. See Item 8. Financial Statements and Supplementary Data, Note 4 of “Notes to Consolidated
Financial Statements.” ‘

Presented below is mformatlon with respect to the cash advance product for the years ended
December 31, 2006, 2005 and 2004:

2006 2005 2004

Locations offering cash advances at end of year .................cceee : 720 727 678
On behalf of the Company ..o, , 406 352 312
On behalf of the third-party lenders .........c.ccoveovviviiiivernenns ' 314 340 366
On behalf of both the Company and the third-party lenders ... - 35 . —

Amount of cash advances written (in thousands) ................cccevu... 1,177,763  § 930,335 § 647746
On behalf of the Company .....co.ccvvvvvirrrnvnrecciecieinnn, peens $ 817,186 § 573916 $§ 408,872
On behalf of the third-party [€0ders ................ccoooovvvccnrsrveenns $ 360,577 $ 356,419 § 238,874

Amount of cash advances assigned by the third-party lenders (in
TROUSANIAS). ..ot ettt s e beaaneeneenns $ 33,760 $ 67,555 % 45895 .

Average cash advance amount Wrilten ..........cccceeiveineeeecceeereens $ 387 3 359 3 336

Check Cashing and Other Services

The Company provides check cashing and other financial services through its Mr. Payroll and
Cashland subsidiaries and through many of its pawnshop locations. Other financial services include stored
value cards, money orders, money transfers and auto insurance, among others. .As of December 31, 2006,
Mr. Payroll’s operations consisted of 131 franchised and 5 company-owned check cashing centers in 18
states. Each Mr. Payroll franchisee pays royalties to Mr. Payroll based on the gross revenues of check
cashing services provided within the franchisee’s facility. Cashland provides check cashing in all 204 of its
cash advance locations. Aggregate check cashing fees, royalties and other income were 1.9% of the
Company’s total revenue in 2006 and 2005 and 2.0% in 2004,

Financial Information on Segments and Areas

Additional financial information regardmg the Company’s revenues and assets by each of its three
operatmg segments is provided in Note 18 of “Notes to Consolidated Financial Statements.”

Operations

Unit Management, Each physical lending location has a unit manager who is responsible for
supervising its personnel and assuring that it is managed in accordance with Company guidelines, policies
and procedures. Each unit manager reports to a Market Manager, who typically oversees approximately ten
unit managers. As of December 31, 2006, the Company’s-pawn lending operating division was managed by
an Executive Vice President. This operating division consists of five geographic operating regions, each of,
which is managed by a Region Vice President. Each Market Manager reports to a Region Vice President.

The cash advance operating division has a similar geographic operating structure. Cashland
locations are managed under the supervision of Cashland’s Senior Vice President — Chief Operating Officer,
and the Cash America Payday Advance locations are managed under the supervision of Vice President of
Cash America Payday Advance, each of whom report to an Executive Vice President of the Company. Each
Cash America Payday Advance Market Manager reports to the ‘Vice President of Cash America Payday

. Advance. Cashland’s two Operatlons Directors oversee Cashland’s geographic operating regions and report

to its Senjor Vice President - Chief Operating Officer. Each Cashland Market Managcr reports to one of the
two Cashland Operations Directors. ;




CashNetUSA, unlike the physical lending locations, is managed by its President, who isTaiso an
Executive Vice President of the Company. Management personnel responsible for different areas of
CashNetUSA’s operations report to its President, who reports directly to the Company’s Chief Executive
Officer.

Trade Names The Company operates its locations under the trade names “Cash America,” “Payday
Advance,” “Cashland,” “Mr. Payroll,” “SuperPawn,” and “CashNetUSA.” The Company’s marks “Cash
America,” “Cashland,” “SuperPawn,” “Cash When It Counts,” and “Mr. Payroll” are reglstered W|th the
United Stales Patent and Trademark Office. :

Personnel. At December 31, 2006, the Company employed 5,152 persons in its operations. Of
these employees 423 were in executive and administrative functions.

Training. The Company provides extensive training to its store employees through training
programs that combine classroom instruction, video and online presentations, and on-the-job training
tailored to the needs of coworkers of both the pawn and cash advance lending locations. A new employee is
introduced to the business through an orientation program and through training programs that include job-
appropriate topics such as pawn lending, cash advances, layaways, merchandising, collections, anti-money
laundering, compliance, and general administration of unit operations. The experienced store employee
receives additional training and an introduction to the fundamentals of management to acquire the skills
necessary to move into management positions within the organization. Manager training involves a
program that includes additional management principles and more extensive training in topics such as
income maximization, recruitment, merchandise control, and cost efficiency.

Future Expansion

The Company has expanded both by acquiring existing pawnshops and cash advance locations
(collectively referred to as “lending locations™) from others and by establishing new start-up locations. The
Company intends to continue to increase the number of lending locations in this manner. Its business
strategy is to continue expanding its lending business within its existing geographic markets and into other
markets that meet its risk/reward considerations. Management believes that such expansion will continue to
provide economies of scale in supervision, purchasing, administration and marketing by decreasing the
overall average cost of such functions per unit owned. By concentrating multiple lending units in regional
and local markets, the Company seeks to expand market penetration, enhance name recognition and
reinforce marketing programs.

With the acquisition of CashNetUSA in September 2006, the Company is also actively exploring
strategies to increase and enhance its online presence, with the goal of becoming the premier online cash -
advance provider. The Company also intends to continue evaluating and offering new products and services
that complement its specialty financial services both at its physical lending locations and online in order to
meet the growing ﬁnanCIaI services needs of its customers. ,

When considering acquiring an existing lending location, the Company evaluates the annual volume
of loan transactions at that location, the carrying cost of merchandise, outstanding loan balances and lease
terms of the facility or, if it is to be purchased, the facility’s fair market value. When considering the startup
of a new lending location, the Company evaluates the location of the prospective location, whether
conditions in the surrounding community indicate a sufficient level of potential customers, and whether a
suitable facility is avallable on acceptable terms.

" A new. pawnshop can be ready for business within four to six weeks and a new cash advance
" location can be ready within two to four weeks after the Company has leased or acquired a suitable location
and obtained a license. The finish-out of a new location includes the completion of counters, installation of
vaults and a security system and the transfer of merchandise from other locations (for pawnshop locations).
The approximate start-up costs, which consist of the investment in property and equipment, for recently
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established pawnshops have ranged from $385,000 to $410,000, with an average estimated cost per location
of approximately $400,000 in 2006. This amount does not include merchandise transferred from other
locations, funds to advance on pawn loans and cash advances or operating expenses. The start-up costs for
recently established cash advance locations have ranged from $75,000 to $150,000, with an average
estimated cost per location of approximately $100,000 in 2006. This amount does not include funds to
advance on cash advances or operating expenses.

The Company’s expansion program is subject to numerous unpredictable factors, such as the
availability of attractive acquisition candidates or sites on suitable terms, market conditions in the pawn or
cash advance business, general economic conditiens and other factors described in this report in Item 1A —
“Risk Factors.” Among the primary factors that could affect the Company’s future planned expansion are:

o Statutory Requirements. The Company’s ability to add start-up pawnshop locations in Texas counties
having a population of more than 250,000 is limited by a law that restricts the establishment of new
pawnshops within a certain.distance of existing pawnshops. In addition, the current statutory and
regulatory environment of some states renders expansion into those states impractical. See “Business —
Regulation.”

o Availability of Real Estate. The Company’s ability to add start-up locations is subject to locating
satisfactory real estate sites on terms and conditions acceptable to the Company. Factors that could
limit the availability of acceptable real estate sites could include changes in general economic
conditions, increases in real estate values or market rents, increases in competition for suitable real
estate, changing demographics in surrounding areas, restrictive zoning or sign ordinances, limited
visibility or accessibility to public streets, and excessive finish-out costs, among other factors.

e Competition. Several competing pawnshop and cash advance companies are also pursuing expansion
and acquisition programs. A number of smaller companies and private equity firms have also entered
the market, particularly for cash advance businesses. While the Company believes that it is the largest
pawnshop operator in the United States, and one of the largest cash advance operators, there can be no
assurance that it will be more successful than its competitors in pursuing acquisition opportunities and
securing attractive start-up locations. Increased competition could also increase prices for attractive
acquisition candidates, and could also adversety affect the performance of potential acquisition targets.

o Availability of Qualified Unit Management Personnel. The Company’s ability to expand may also be
limited by the availability of qualified unit management personnel. While the Company seeks to train
its existing personnel to enable those capable to assume management positions, there can be no
assurance that sufficient qualified personnel will be available to satisfy the Company’s needs with
respect to its planned expansion.

*  Capital Requirements. In some states, the Company is required by law to maintain a minimum amount
of certain unencumbered net assets (currently $150,000 in Texas) for each pawnshop location. The
Company’s expansion plans will therefore be limited in these states to the extent the Company is able to
maintain these required levels of unencumbered net assets, At present these requirements do not limit
the Company’s growth opportunities.

Competition

While pawnbroking is a time-honored industry, the pawnshop industry in the United States remains
very fragmented, with approximately 10,000 to 15,000 stores nationwide. Most pawnshops are owned by
independent operators. The three largest publicly traded pawnshop companies operate approximately 850
total pawnshops in the United States. - Management continues to believe that the Company can achieve
economies of scale and increased operating efficiencies by increasing the number of stores under operation
and utilizing modern point-of-sale systems and proven operating methods.




Wh]le the less fragmented cash advance industry has grown at a rapid rate in the’ past several years,
its ;,rowth has begun to moderate and the Company has begun to observe some consolidation.- Nonetheless,
competition for customers and for desirable locations remains strong.” According to the investment banking
firm Stephens, Inc., the overall annual growth rate for the cash advance industry is 8% to 12% oer year.

Despite the concentration of major competitors in the.cash advance mdustry, management believes that
significant opportunities for growth remain in this business.

Regulation
The Company’s operations are subject to extensive regulation, supervision and licensing under

various federal, state and local statutes, ordinances and regulations. (For a geographic breakdown of
operating locations, see “‘Properties”.)

" Pawnshop regulations

Although pawnshop regulations vary from state to state to a considerable degree, the regolélions

'summarized below are representative of the regulatory frameworks affecting the Company in the states in

which its pawnshops are located. The following states are those in Wthh the Company operates the

: preponderance of its pawnshops !

Texas. The Texas:Pawnshop ‘Act provides the -Office of Consumer Credit Commissioner with
primary responsibility for the regulation of pawnshops and enforcement of laws relating to pawnshops in
Texas. The Company: is required to furnish the Texas Consumer Credit-Commissioner with copies of
information, documents and reports that it is required to file with the Securities and Exchange Commission.

The Texas -Pawnshop Act estab]is'hés. the.maximum allowable service:charge rates based on the
amount financed per pawn loan. It does this by prescribing the maximum allowable rates of pawn service

+ charges that pawnbrokers in Texas may charge for the Iending, of money within each of four stratified range
~of loan amounts. The maximum allowable rates for the various stratified loan amounts for the years ended
- June 30 2007, 2006 and 2005, are as follows:

" Year Ending June 30, 2007 ) - Year Ended June 30, 2006 Year Ended June 30, 2005~

. Maximum .- o ‘ Maximum . Maxirﬁun:l.
- Amount " ‘Allowable Amount Allowable Amount Allowable
Financed Per Annual ! Financed Per Annual ‘ Financed Per - - Annual
' Pawn Loan -Percentage Rate Pawn_Loan Percentage Rate - ‘Pawn Loan___ - Percentage Rate
S 11w0S$ 168 240% S 1S 162 - 240% S 1tS 156 - 240% '
169 to 1,120 180 163t 1080 180 157 0 1,040 180
1,121 to 1,680 30 ) 1,081 to 1,626 30 ' ~ 1,041 to 1560 30
1.681 to 14,000 12 . l,62l'to 13,500 : 12 1,561 10 13.000. 12

.

The Office of Consumer Credit Commissioner annually reviews and resets the ceiling amounts for

- stratification of the loan amounts, including the maximum pawn loan amount, each-July 1.in relation to the

Consumer Price index. Currently, a Texas pawn loan may not exceed $14,000. The maximum allowab]e
service charge rates were established when the Texas Pawnshop Act was enacted in 1971 and have not been
changed since. In addition to establishing maximum aliowable service charge rates and-loan ceilings, the

"Texas Pawnshop Act also governs the licensing of pawnshops and pawnshop employees. To be eligible for

a pawnshop: license in Texas, an applicant must (i) be of good moral character; (ii) have net assets of at least
$150,000 readily available for use in conducting the business of each licensed pawnshop; (iii) show thal the
pawnshop will be operated lawfully and fairly in accordance with the Texas Pawnshop Act;.(iv) show that
the applicant has the financial responsibility, experience, character, and general fitness to command the
confidence of the public in'its operations; and (v) in the case of a business entity, the good moral character

" requirement shall apply to each officer, director and holder of 5% or more of the entity’s outstanding shares.
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During the license application process, any existing pawnshop licensee who would be affected by
the granting of the proposed application may request a public hearing at which to appear and present

" evidence for or against the application. -For new license applications in a county with a population of

250,000 or more, the proposed facility must not be located within two miles of an existing licensed
pawnshop.

The Texas Consumer Credit Commissioner may, after notice and hearing, suspend or revoke any
license for a Texas pawnshop upon finding, among other things, that (i) any fees or charges have not been
paid; (ii) the licensee violates (whether knowingly or unknowingly without due care) any provisions of the
Texas Pawnshop Act or any regulation or order thereunder; or (ii1) any fact or condition exists which, if it
had existed at the time the original application was filed for a license, would have justified the
Commissioner in refusing such license.

Under the Texas Pawnshop Act, a pawnbroker may not accept a pledge from a person under the age
of 18 years; make any agreement requiring the personal liability of the borrower; accept any waiver of any
right or protection accorded to a pledgor under the Texas Pawnshop Act; fail to exercise reasonable care to
protect pledged goods from loss or damage; fail to return pledged goods to a pledgor upon payment of the
full amount due; make any charge for insurance in connection with a pawn transaction; enter into any pawn
transaction that has a maturity date of more than one month; display for disposition in storefront windows or
sidewalk display cases, pistols, swords, canes, blackjacks and similar weapons; operate a pawnshop between
the hours of 9:00 p.m. and 7:00 a.m.; or purchase used or secondhand personal property or certain building
construction materials unless a record is established containing the name, address and identification of the
seller, a complete description of the property, including serial number, and a signed statement that the seller
has the right to sell the property. '

Florida. The Florida Pawnbroking Act, adopted in 1996, provides for the licensing and bonding of
pawnbrokers in Florida and for the Department of Apgriculture and Consumer Services' Division of
Consumer Services to investigate the general fitness of applicants and generally to regulate pawnshops in
the state. The statute limits the pawn service charge that a pawnbroker may collect to a maximum of 25% of
the amount advanced in the pawn for each 30-day period of the transaction. The law also requires
pawnbrokers to maintain detailed records of all transactions and to deliver such records to the appropriate
local law enforcement ofticials. Among other things, the statute prohibits pawnbrokers from falsifying or
failing to make entries on pawn transaction forms, refusing to allow appropriate law enforcement officials to
inspect their records, failing to maintain records of pawn transactions for at least two years, making any
agreement requiring the personal liability of a pledgor, failing to return pledged goods upon payment in full
of the amount due (unless the pledged goods had been taken into custody by a court or law enforcement
officer or otherwise lost or damaged), or engaging in title loan transactions at licensed pawnshop locations.
It also prohibits pawnbrokers from entering into pawn transactions with a person who is under the influence
of alcohol or controlled substances, a person who is under the age of 18, or a person using a name other than
his own name or the registered name of his business.

Nevada. The Nevada statute governing pawnbrokers establishes a maximum allowable interest rate

~of 10% per month for pawn transactions and allows an initial charge of $5 in addition to interest. All

pledged property must be held for redemption for at least 120 days before it can be offered for sale to the
publi¢. The statute also (i) requires that certain bookkeeping records be maintained; (i) requires that pawn
transaction informatton be reported to local law enforcement agencies, and (iii) establishes a procedure for
law enforcement officials to place a hold on property alleged to be related to criminal activity. The Nevada
law also prohibits pawnbrokers from making false entries in their books or records, making false reports to
law enforcement agencies, removing pledged property from their business premises unless specifically
authorized under-the statute, and receiving pledged property from certain persons, including a person who is
under age 18 or intoxicated. '




Tennessee. Tennessee state law provides for the licensing of pawnbrokers in that state. It also (i)
- requires that pawn transactions be reported to local law enforcement agencies; (ii) requires pawnbrokers to
maintain insurance coverage on the property held on pledge for the benefit of the pledgor; (iii) establishes
certain hours during which pawnshops may be open for business; and (iv) requires that certain bookkeeping
records be maintained. Tennessee law prohibits pawnbrokers from selling, redeeming or disposing of any
goods pledged or pawned to or with them within 48 hours after making their report to local law enforcement
agencies. The Tennessee statute establishes a maximum allowable interest rate of 24% per annum;
-however, the pawnshop operator may charge an additional fee of up to one-fifth of the amount of the loan
per month for investigating title, storing and insuring the security and various other expenses. '

Louisiana. Louisiana law provides for-the licensing and bonding of pawnbrokers in that state. In
addition, the act requires that pawn transactions be reported to local law enforcement agencies, establishes
hours during which pawnbrokers may be open for business and requires certain bookkeeping practices.
Louisiana state law establishes maximum allowable rates of interest on pawn loans of 10% per month. In
addition, Louisiana law provides that the pawnbroker may charge a service charge not to exceed 10% per
month for all other services. Under the Louisiana statute, no pawnbroker may sell any pledged collateral
until the lapse of three months from the time the loan was made. Various municipalities and parishes in the
state of Louisiana have adopted additional ordinances and regulations pertaining to pawnshops.

Georgia. Georgia law requires pawnbrokers to maintain detailed permanent records concerning
pawn transactions and to keep them available for inspection by duly authorized law enforcement authorities.
The Georgia statute prohibits pawnbrokers from failing to make entries of material matters in their
permanent records; making false entries in their records; falsifying, obliterating, destroying, or removing
permanent records from their places of business; refusing to allow duly authorized law enforcement officers
to inspect their records; failing to maintain records of each pawn transaction for at least four years;
accepting a pledge or purchase from a person under the age of 18 or who the pawnbroker knows is not the
true owner of the property; making any agreement requiring the personal liability of the pledgor or seller or
waiving any of the provisions of the Georgia statute; or failing to return or replace pledged goods upon
payment of the full amount due (unless pledged goods have been taken into custody by a court or a law
enforcement officer). If pledged goods are lost or darnaged while in the possession of the pawnbroker, the
pawnbroker must replace the lost or damaged goods with like kinds of merchandise. Under Georgia law,
total interest and service charges may not, during each 30-day period of the loan, exceed 25% of the
principal amount advanced in the pawn transaction (except that after ninety days from the original date of
the loan, the maximum rate declines to 12.5% for each subsequent 30-day period). The statute provides that
municipal authorities may license pawnbrokers, define their powers and privileges by ordinance; impose
taxes upon them, revoke their licenses, and exercise such genera] superwsmn as will ensure fair dealing
between the pawnbroker and its customers.

Although pawnshop regulations vary from state to state to a considerable degree, the regulations
summarized above are representative of the regulatory frameworks affecting the Company in lhe various
states in which its operating units are located.

Cash Advance Regulations

The Company offers cash advance products in most of its pawnshops, in all of its cash advance
locations and over the internet. Each state in which the Company originates cash advance products,
including cash advances made online, has specific laws dealing with the conduct of this business. The same
regulations generally apply to cash advances made both in physical lending locations and online. These
laws and regulations typically restrict the amount of finance and service charges that may be assessed and
limit the customer’s ability to renew or extend these cash advances.- In many instances, the regulations also
limit the aggregate amount that a provider may advance (and, in some cases, the number of cash advances
the provider may make} to any one customer at one time. Providers typically must obtain a separate license
from the state licensing authority in order to offer this product. Some states, such as Alabama, Indiana,
Illinois, Michigan, New Mexico, Oklahoma, and North Dakota, require cash advance lenders to report their




customers’ cash advance activities to a state-wide database, and such lenders are generally restricted from
making cash advance loans to customers who may have a certain amount of cash advances outstanding with
other lenders. Also, the federal government and many states have codified military best practices that
require cash advance lenders to provide certain rights to borrowers in the military, some of which include,
among other things, rate restrictions, not conducting collection activities when the military customer is
deployed to combat, not garnishing military wages, not contacting a service member’s chain of command in
an effort to collect a cash advance, and honoring a base commander’s directives regarding the ability of
service members under his/her command to patronize certain cash advance locations. The Company must
also comply with the various disclosure requirements under the Federal Truth in Lending Act (and Federal
Reserve Regulation Z under that Act) in connection with the cash advance transactions. The cash advance
business is also subject to various laws, rules and guidelines relating to the procedures and disclosures
needed for debiting a debtor’s checking account for amounts due via an ACH transaction. Additionally the
Company must comply with the Federal Fair Debt Collection Practices Act and similar state collection
.. practices laws with respect to its collection activities related to cash advances. Furthermore, with respect to
" .online cash advances, the Company is subject to various state and federal e-signature rules mandating that
certain disclosures be made and certain steps be followed in order to obtain and authenticate e-signatures.

As of December 31, 2006 the Company made available cash advance products offered by third-
party lenders in 314 of its 720 locations. Further, certain states require that the Company must have a
license under state law in order to perform the administrative services that it performs for the third party
lenders.

Because the regulatory environment related to cash advances has come under increased scrutiny by
regulators and legislators, the Company expects that legislation currently pending or that could later be
introduced in some state legislatures could, if enacted, further limit or eliminate the availability of the cash
advance product in some slates, despite the significant demand for it. While the Company, along with other
leaders of the cash advance industry, opposes such overly restrictive regulation and legislation, it is possible
that some combination of federal and state regulation and legislation could be enacted that could restrict or
eliminate the availability of cash advance products at some or all of the Company’s locations. ‘

In order to continue to meet the demand of consumers for cash advance products and in response to
the above-described FDIC regulatory actions that led the Company to discontinue offering the Bank
products, the Company began offering the CSO program in Texas, Michigan and Florida in July 2005. The
Company discontinued the CSO program in Michigan in February 2007 and now offers only cash advances
underwritten by the Company to customers in that state. :

The Texas Credit Services Organization law governs the CSO program in Texas. Pursuant to this
law, an affiliate of the Company, on a location by location basis, must register as a Credit Services
Organization with the Texas Secretary of State, pay a registration fee and post a $10,000 surety bond. The
Credit Services Organization may, for a fee, help a consumer obtain an extension of credit from an
independent third-party lender. The Credit Services Organization must provide the consumer with a
disclosure statement and a credit services agreement that describe in detail, among other things, the services
the Credit Services Organization will provide to the consumer, the fees the consumer will be charged by the
Credit Services Organization for these services, the details of the surety bond and the availability of the
surety bond if the consumer believes the Credit Services Organization has violated the law, the consumer’s
right to review his or her file, the procedures a consumer may follow to dispute information contained in his
or her file, and the availability of non-profit credit counseling services. Additionally, the Credit Services
Organization must give a consumer the right to cancel the credit services agreement without penalty within
3 days after the agreement is signed. The Company’s CSO program in Florida is substantially similar to the
Company’s CSO program in Texas and the credit services organization law in Florida is generally similar to
the credit services organization law in Texas.




Check Cashmg Regulations

The Company offers check cashmg services at many of its pawnshops and cash advance- locanons
Some states require check cashing companies to meet minimum bonding or capital requnrements and to
comply with record-keeping requirements. Some states require check cashers to be licensed and the
Company- maintains licenses. in each state that requires check cashing licenses. Additionally,- some states
have .adopted ceilings on check. cashing fees, those ceilings are in excess of or equal to the fees charged-by-
the Company. Depending upon the severity of a violation, failure to observe a state’s legal requirements for
check .cashing companies could- result, among -other things, in a loss of the check cashing license, in that
state,- the imposition of fines, and other civil andfor criminal penalties. In addition-to- state regulations
applicable to check: cashing companies,-the Company’s check cashing activities also must comply with
appltcable federal regulations. The principal federal regulations governing check cashing operations include
the Bank Secrecy Act, the USA PATRIOT Act and the Gramm-Leach-Bliley Act, each of which are
descnbed in Other Regulatory Matters below

: Other Regularmy Matters .-
Each pawnshop that sells ﬁrearms must comply with the Brady Handgun Violence Preventlon Act
(the “Brady Act”). The Brady Act requires that federally licensed firearms dealers conduct a background
check in connection with any disposition of handguns. In addition, the Company must comply with the
: regulations of the U.S. Department of Justice-Bureau of Alcohol, Tobacco and Firearms that require each
pawnshop dealing in guns to maintain a permanent written record of all receipts -and dlsposmons of
firearms.. - :

Under the federal Gramm-Leach-Bliley Act and its.underlying regulations as well as under various
state laws and regulations relating to privacy and data security;'the Company must disclose to its customers
its privacy policy and practices, including those relating to the sharing of customers” nonpublic personal
information with third parties. This disclosure must be made to customers when the customer relationship is
established and, in some cases, at least annually thereafter. These regulations also require the Company to
ensure that its systems are designed.to protect the confidentiality of customers’ nonpublic personal
mformation and many of these regulations dictate certain .actions the Company must take to notify
consumers if thelr personal 1nformat10n is dlsclosed in an unauthorlzed manner. . .

The federal Equal Credtt Opportunity Act ("ECOA") prohlbtts d1scr1mmat10n agamst any credlt
applicant on the basis of any protected category, such as race,-color, religion, national origin, sex, marital
status, or age, and requires the Company to notify credit applicants of any action taken on the:individual’s
credit application. The Company must provide a loan applicant a Notice of Adverse Action ("NOAA") when
the Company denies-an appllcatlon for.credit. The NOAA must inform the applicant of: the action taken
regarding the credit application; a statement of the ECOA’s prohibition on discrimination; the name and

‘address of both the creditor and the federal agency that monitors compliance. with the ECOA; and the
applicant’s right to learn the specific reasons for the denial of credit-and the contact information: for the
parties the applicant can .contact to obtain those reasons. The Company provides NOAA letters and
maintains records of all such letters as required by the ECOA and its implementing regulations.

Under the USA PATRIOT Act enacted in 2001, the Company must maintain an anti-money
laundering compliance program covering certain of its business activities. The program must.include: (1}
the development of.internal policies, procedures, and controls; .(2) designation of a compliance officer; (3)
an ongoing employee training program; and (4) an independent audit function to test the program.. The
United States Department of the Treasury is expected to issue regulations clarifying the requirements for
anti-money laundering compliance programs for the pawnbroking and cash advance industries, but as of
February 1, 2007 these regulations had not yet been issued.

Under the Bank Secrecy Act and reguiations of the U.S. Department of the Treasury, the Company
must report transactions occurring in a single day involving currency in an amount greater than $10,000, and
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also must retain records for five years for purchases of monetary instruments for cash in amounts from
$3,000 to $10,000. In addition, multiple currency transactions must be treated as single transactions if the

financial institution has knowledge that the transactions are by, or on behalf of, any person or entity and
result in either cash in or cash out totaling more than $10,000 during any one day. In addition, federal
regulations require the Company to report suspicious transactions involving at least $2,000 in a single day to
the Financial Crimes Enforcement Network of the Treasury Department (“FinCen”). The regulations
generally describe three classes of reportable suspicious transactions—one or more related transactions that
the business knows, suspects, or has reason to suspect (1) involve funds derived from illegal activity or are
intended to hide or disguise such funds, {2) are designed to evade the requirements of the Bank Secrecy Act,
or (3) appear to serve no legitimate business or lawful purpose. Management ‘believes that the Company’s
point-of-sale system, transaction monitoring systems and employee-training programs permit it to
effectively comply with the foregoing reqmrements :

The Company is reglstered as a money services busmess with the U S. Treasury Department and
must re-register with FinCEN by December 31, 2007, and at least every two years thereafter. The Company
must also maintain a list of names and addresses of, and other information about, the Company’s stores and
must make that list available to any requesting law enforcement agency. The store llst must be updated at
least annually. ‘ : :

During 2006, the United States Congress enacted legislation that caps the annual percentage rate
charged onloans made to active military personnel-at 36%; this legislation- becomes effective in October
2007. As of the date of this report, the 36% annual percentage. rate cap applies to most loan products,
including cash advances and pawn loans. The Company does not have any loan products bearing an interest
rate of 36% per annum or less, nor does the Company intend to develop any such product, as the Company
believes the losses and servicing costs associated with lending to the Company’s traditional customer base
would exceed the revenue produced at that rate. The -Company does not expect this new legislation to have
a material adverse effect on the Company’s financial condition or results of operations.

In addition to the federal and state statutes and regulations described above, many of the Company’s
operating units are subject to municipal ordinances that may require, for example, local licenses or permits
and specified recordkeeping procedures, among other things. Most of the Company’s pawnshops
voluntarily, or pursuant to applicable laws, provide to a law enforcement department having jurisdiction
daily information on all transactions involving pawn loars and over-the-counter purchases. These
information reports are designed to provide the local law enforcement with a detailed description of the
goods involved,. including serial numbers (if any) and the name and address of the owner obtained from a
valid identification card. This information is provided to local law.enforcement agencies for processing to
determine conflicting claims of rightful ownership. The Company also voluntarily participates with other
pawn lenders to provide similar information to a national database available to law enforcement in multiple
Jjurisdictions. Goods held to secure pawn loans or goods purchased that are determined to belong to an
owner other than the borrower or seller are subject to recovery by the rightful owner. However, the
Company historically has not experienced a material number of claims of this nature, and the claims
experienced have not had a material adverse effect on the Company’s results of operations.

Casualty insurance, including burglary coverage, is maintained for each of the Company’s locations,
and fidelity coverage is maintained on each of the Company’s employees.

Management of the Company believes its operations are conducted in material compliance with all
federal, state and local laws and ordinances applicable to its business.

The Company’s franchising activities may be subject to various state regulations that, among other
things, mandate disclosures to prospective franchisees and other requirements.




Executlve Officers of the Registrant . | ~ _' ce .o

“The Company elects its executive officers annually The followmg sets forth, as of February 26,
2007, information about the executive officers. There is no family relationship between any of the
executive officers.

Name - Age Position - R

Daniel R. Feehan - 56 " Chief Executive Officer and President o
Thomas A. Bessant, Jr. 48  Executive Vice President — Chief Financial Officér -
Robert D. Brockman .- 52 Executive Vice President — Admmrstratron _ '
* Jerry D. Finn " 60  Executive Vice President — Pawn Operations _:?

* Michael D. Gaston 62  Executive Vice President — Business Development ‘
Albert Goldstein - 26 Executive Vice President — Internet Lendmg _ ‘

_J. Curtis Linscott *~ 41 Executive Vice President - General Counsel and Secrelary
- James H. Kauffman * .62 - Executive Vice Presrdent - Fmancra] Services$
Jeriy A. Wackerhagen ©5 ]" ‘Executlve Vlee Pre51dent - Chlef Infonnatron Ofﬁcer

N '

- Déniel R. Feehan has been Chief Executive Ofﬁcer and President $ince February 2000. He served
as the Company s President and Chief Operating Offi icer from January 1990 until February 2000, except
that he served as Charrman and.Co-Chief Executive Officer of Mr. Payroll Corporation from February 1998
to February-1999 before retummg to the posmon “of President and Chief Operating Officer of the Company

. Thomas A. Bessant, Jr. has been the Company’s Executive Vice President — Chief Financial Ofﬁcer
since July 1998. He joined the Company in May 1993 as Vice President — Finance and Treasurer and was
“elected Senior Vice President — Chief Financial Officer in July 1997, Prior to joining the Company, Mr.
Bessant was a Senior Manager in the Corporate Fmance Consulting Services Group of Arthur Andersen &
Co., S.C. in Dallas, Texas from June 1989 to April 1993. Prior to that, Mr. Bessant was a Vice Pre31dent in
the Corporate Bankmg Division of NCNB Texas, N.A. ,and its predecessor bankmg eorporatlons begmnmg
in 1981
Robert D. Brockman joined the Company in July 1995 as Executive Vice President —
Administration, Prior to that; he served as Vice President — Human Resources of THORN Americas, Inc.,
 the then-operator of the Rent-A- Cemer chain of rent-to-own stores, from December 1986 to June 1995.

Jerry D. Finn has been Executive Vice President — Pawn Operatrons since Apl'll 1998. Hé joined
the Company in August 1994 and has served in.various operations management’ positions since then,
including ‘Division Vice President from January 1995 to July 1997 and Division Senior Vice President from

“July 1997 to April 1998. Before Jommg the Company, he served as Drstrrct Supervisor for Kelly- Moore
Paint Co from March 1981 to August 1994

Michael D. Gaston joined the Company in Apnl 1997 as Executive Vice President — Business
Development. Prior to joining the Company, Mr. Gaston served as President of The Gaston Corporation, a
private consulting firm, from 1984 to April 1997, and Exécutive Vice Presrdent of Barkley & Evergreen an
advertising and eonsu]tmg agency, from 1991 to April 1997,

!

Albert Goldstein, CFA, joined the Company in September 2006 -as' Executive Vice President —
Internet Lending, as part -of the Company's acquisition of CashNetUSA. Mr. Goldstein founded
CashNetUSA in 2004 and-was President and CEOQ from irception of the business until ‘its sale to the
Company. Prior to that, Mr. Goldstein was part of Deutsche Bank’s Leveraged Finance practice in New
- York and worked on various secured and unsecured leveraged debt transactions. Mr: Go]dstem reeerved a-
Bachelor of Screnee in Fmance from the University of lllmors in2002. : -

" Curns Linscott became Executive Vice Presrdent General Counsel & Corporate Secretary in
May 2006. He was appointed Vice Presiderit; General Counsel and Corporate Secretary. in-May 2005. Mr.
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Linscott joined the Company in 1995, serving as Associate General Counsel and Vice President - Associate
General Counsel. Before joining the Comipany, he was in private law practice with Kelly, Hart & Hallman,
~'P.C., Fort Worth, Texas, for five years He recewed his law degree from the University of Kansas School of
Law in 1990.

James H. Kauffman has been the Company’s Executive Vice President - Financial Services since
September 2004. . He joined the Company in July 1996 as Executive Vice President — Chief Financial
Officer. He served as President — Cash America Pawn from 1997 to July 1998, and as Chief Executive
Officer of Rent-A-Tire, Inc. from July 1998 until August 2002, and as Executive Vice President —
International Operations from October. 1999 to September. 2004. Before joining the Company, Mr,
Kauffman served as President of Keystone Steet & Wire Company, a wire products manufacturer, from July
1991 to June 1996. o

Jerry A. Wackerhagen joined the Company in June 2005 as Exccutive Vice President — Chief
Information Officer. Prior to joining the Company, Mr. Wackerhagen served as Chief Executive Officer of
" EFT Services, Inc., a consumer financial services company based in Columbia, South Carolina from 2001 to
2005. In 2000, he was Vice President of Sales for Trade Management Company, a joint venture between
International Business Machines Corporation, Fluor Corporation and the Royal Bank of Canada. From
1999 to 2000, Mr, Wackerhagen was Vice President and Chief Information Officer at AGL Resources.
-Prior to that, he served as a Principal at IBM Global Services from 1996 10 1999 and as the Vice President
and Chief Information Officer of CMI Industries, Inc. from 1991 to 1996. . 7.

. ITEM 1A. RISK FACTORS

Important risk factors that could cause results or events to differ from current expectations are
described below. These factors are not intended to be an all-encompassing list of risks and uncertainties that
may affect the operations, performance, development and results of the Company’s business.

o A decreased demand for the Company’s products and specialty financial services and failure of
the Company to adapt to such decrease could adversely affect results. Although the Company’s
products and services are a staple of its customer base, the demand for a particular product or service
may decrease due to a variety of factors, such as the availability of competing products, changes in
customers’ financial  conditions, or regulatory restrictions that reduce customer access to particular
products. Should the Company fail to adapt to a significant change in its customers’ demand for, or
aceess to, its products, the Company’s revenues could decrease significantly. Even if the Company does
make adaptations, customers may resist or may reject products whose adaptations make them less
attractive or less available. In any event, the effect of any product change on the results of the
Company’s business may not be fully ascertainable until the change has been in effect for some time. In
particular, the Company has changed, and will continue to change, some of the cash advance products
and services it offers due to guidelines published by regulatory agencies which have a direct or indirect
effect on the governance of the Company and the products it offers. )

» Adverse changes in laws or regulations affecting the Company’s short-term consumer loan
services could negatively impact the Company’s operations. The Company’s products and services
are subject to extensive regulation and supervision under various federal, state and local laws,
ordinances and regulations. The Company faces the risk that restrictions or limitations resulting from
the enactment, change, or interpretation of laws and regulations could have a negative effect on the
Company’s business activities. In particular, short-term consumer loans have come under increased
scrutiny and increasingly restrictive regulation in recent years. Some regulatory activity may limit the
number of short-term loans that customers may receive or have outstanding, such as the limits
prescribed by the FDIC in March 2005 and supplemented in February 2006, and regulations adopted by
some states requiring that all borrowers of certain short-term loan products be listed on a database and
limiting the number of such loans they may have outstanding; and regulations limiting the availability of
the Company’s cash advance products to active duty military personnel. Certain consumer advocacy




groups and federal and state legislators have also asserted that laws and regulations should be tlghtened
so as to severely limit, if not eliminate, the avallablltty of certain cash advance products to consumers,
despite the significant demand for-it. -Legislation relating to cash advances is-pending in some state
legislatures. Adoptlon ‘of such federal and .state regulation or legislation.could restrict, or even
eliminate, the availability of cash advance,products at some.or all of the Company $ locatlons

_The failure of thlrd -parties who prov1de products, services or support to the Company to
maintain their products, services or support could disrupt, Company operations or result in a loss
of revenue. The Company’s cash’ advance revenues. depend in part.on the willingness and ability of
unaffiliated third party lenders to make- loans to-customers and with other third parties to provide
. services to facilitate loan underwntlng The loss of the relationship with any-of these third parties, and
an inability to replace them, or the failure of these third parties to maintain quality and consistency in
their programs or services could cause the Company to lose customers and substantially decrease the
revenues and earnings of the Company’s cash-advance business. The Company also relies on third
parties to provide other services that facilitate lending over the internet: The Company makes other non-
cash advance products and services provided by various third party vendors available to its customers. If
a third-party provider fails to provide its product or service or to maintain its quallty and consistency,
the Company could lose customers and related revenue from those products or services. The Company
also uses third parties to support and maintain certain of its communication systems and computerized
point-of-sale and information systems. The failure of such third parties to, fulﬁll their support and
maintenance obligations could disrupt the Company’s operations.

Uncertainty regarding online delivery channel for cash advance product. CashNetUSA began
operations in January 2004 and launched its online operations in May 2004. The.Company may
encounter risks and difficulties frequently experienced by early-stage companies in rapidly evolving
industries, such as the online cash advance industry. Some of these risks relate to its ability to attract and
retain customers on a cost-effective basis; attract and retain qualified personnel in a competitive market
for such personnel; operate, support, expand and develop its operations, its website, its software,
communications and other systems; manage customer service and collections for geographically
dispersed borrowers; respond to technological changes; respond to regulatory changes or demands; and
respond to competitive market conditions, including the development and maintenance of provider
relationships to enhance new customer opportunities. 1f the Company is unsuccessful in addressing
these risks or in executing its business slralegy, its online business, financial condition or resulis of its
online operations may suffer. . - , i

The success of the Company’s onllne business depends on the growth of the online cash advance -
industry. CashNetUSA’s online cash advances and related revenues. will not grow as planned if
consumer acceptance of the online cash advance product or the use of the Internct as a medium of
commerce for consumer financial products does not continue to grow or grows more slowly than
expecied.

The Company s online husmess depends on- the umnterrupted operation of CashNetUSA’s
facilities, systems and business functions, including its information technology and other business
systems. The Company’s online business depends highly upon its employees’ ability-to perfonn in an
efficient and uninterrupted fashion, necessary business functions, such-as Internet support, call centers
and processing and making cash advances. A shut-down of or inability to access the facilities in which
the Company’s online operations are based, such as a power outage, a failure of one or more of its
information technology, telecommunications or other systems, or sustained or repeated dlsruptlons of
such systems could significantly impair its ability to perform such functions on a timely basis. and could
result in a deterioration of the Company’s ability to write and process online cash advances, prowde
customer service, perform collections activities, or perform other necessary business fiinctions. 1

A securlty breach of CashNetUSA § computer systems could also’ mterrupt or damage its operatlons
or harm its reputauon In addition, the Company could be subject to liability if conﬁdenhal customer
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information is misappropriated from its computer systems. Despite the implementation of significant
security measures these systems may still be vulnerable to physical break-ins, computer viruses,
programming errors, attacks by third partiés or similar disruptive problems.-Any compromise of security
could deter people from entering into transactions that involve transmitting confidential information to
the Company’s systems, which could have a material, adverse effect on the Company’s online business.

- The Company may be unable to protect .its: proprietary technology or keep up with that of its

- . competitors. The success of the Company’s online business depends to a significant degree upon the

protection of its software and other proprietary intellectual property rights. The Company may-be unable
to deter misappropriation of its proprietary information, detect unauthorized use or take appropriate
steps to enforce its intellectual’ property rights. In addition, competitors could, without violating the
Company’s proprietary rights, develop technologies that are as good as or better than its technology.
The Company’s failure to protect its software and other proprietary intellectual property rights or to
develop technologies that are as good as its competitors’ could put the company at a disadvantage to its
competitors. Any such failures could have a material adverse effect on the Company’s online business.

The Co.r’npany’s growth is subject to external factors and other circumstances over which the
Company has limited control or that are beyond the Company’s control. These factors and
circumstances could adversely affect the Company’s ability to grow through the opening and
acquisition of new operating units: The Company’s expansion strategy includes acquiring existing
stores and opening new ones. The success of this strategy is subject to numerous external factors, such
as the availability -of attractive acquisition candidates, the availability of sites with acceptable
restrictions and suitable terms, the Company’s ability to attract, train and retain qualified unit
management personnel and the ability to obtain required government permits and licenses. Some of
these factors are beyond the Company’s control. The failure to execute this expansion strategy would
adversely affect the. Company’s ability to expand its business and could materially adversely affect its
business, prospects, results of operations and financtial condition.

Increased competition from banks, savings and loans, other short-term consumer lenders, and
other entities offering similar financial services, as well as retail businesses that offer products and
services offered by the Company, could adversely affect the Company’s results of operations. The .
Company has many competitors to its core lending and merchandise disposition operations. Its
principal competitors are other pawnshops, cash advance companies, online lenders, consumer finance
companies and other financial institutions that serve the Company’s primary customer base. Many
other financial institutions or other businesses that do not now offer products or services directed toward
the Company’s traditional customer base, many of whom may be much larger than the Company, could
begin doing s0. Significant increases in the number and size of competitors for the Company’s business
could result in a decrease in the number of cash advances or pawn loans that the Company writes,
resulting in lower levels of revenues and earnings in these categories. Furthermore, the Company has
many competitors to its retail operations, such as retailers of new merchandise, retailers of pre-owned
merchandise, other pawnshops, thrift shops, online retailers and .online auction sites. Increased
competition or aggressive marketing and prlcmg practices by these competitors could result in
decreased revenues, margins and turnover rates in the Company’s retail operations.

A sustained deterioration in the economy could reduce demand for the Company’s products and
services and result in reduced earnings. A sustained deterioration in the economy could cause a
deterioration in the performance of the Company’s pawn loan or cash advance portfolios and in
consumer demand for pre-owned merchandise such as that sold in the Company’s pawnshops. An
economic slowdown could result in an increase in loan defaults in our cash advance products. During
such a slowdown, the Company could be required to tighten its underwriting standards, which would
reduce cash advance balances, and would face more difficulty in collecting defaulted cash advances,
which could lead to an increase in toan losses. While the credit risk for much of the Company’s pawn
lending is mitigated by the collateralized nature of pawn lending, a sustained deterioration in the
economy could reduce -the demand and resale value-of pre-owned merchandise and reduce the amount
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ITEM 1B. ,UNRESOLVED STAFF COMMENTS . ' | o

that the Company could effectively lend on an item of collateral. Such reductions could adversely affect
pawn loan balances, pawn loan redemption rates, inventory balances, mventory mixes and gross profit
margms o S R : .

:
. 4

L ]

. The Compan'y s earnings and financial position are subject to changes in.the value of golld A
.. significant or sudden.decline in the price of gold could materially affect the Company’s earnmgs i
YA mgmﬁcant portion of the Company’s pawn'loans are secured by gold jewelry. The Company’ § pawn

service charges, sales proceeds and ability to dispose of excess jewelry inventory at an acceptable
margin depend on the value of gold. A significant decliné in gold prices could result in-decreases.in
merchandise sales margins, in inventory valuatlons in the value of collateral securmg outstandmg pawn

loans, and in the,balance of pawn loans secured by gold Jewelry " , . {

|

Adverse real estate market fluetuations could affect the Company’s profits. The Companyileases
most of its locations. A significant rise in real estate prices could result in an increase in store lease
costs as the Company opens new locatlons and renews leases for existing locations.

Changes in the capital markets or the Company’s financial condition could reduce .watlable
capital. The Company regularly accesses the debt capttal markets to refinance exlstmg debt obltgattons
and to obtain capital to finance growth. Efficient access to these markets is critical to the Company s
ongoing financial success; however, the Company’s future access to the debt capital markets could
become restricted due to a variety of factors, including a deterioration of the Company’s eammgs cash
flows, balance sheet quality, or overall business or industry prospects, a significant deterioration’ in the
state of the capital markets or a negative bias toward the Company’s industry by market participants.

Media reports and public perception of short-term consumer loans as being predatory or abuswe
could materially adversely affect the Company’s cash advance business. [n recent years, consumer
advocacy groups and some media reports have advocated governmental action to prohibit or place
severe restrictions on short-term consumer loans. The consumer advocacy-groups and media reports
generally focus on the cost to a consumer for this type of loan, which is alleged to be hlgher than the

.interest typically charged by banks to consumers with better credit histories. Though the consumer

advocacy groups and media reports do not discuss the' lack of viable alternatives for our customers

borrowing needs or the comparative cost to the customer when alternatives are not available, they do
typically characterize these short-term consumer loans as predatory or abusive despite the large
customer demand for these loans. If the negative characterization of these types of loans becomes
increasingly accepted by consumers, demand for the cash advance products could significantly decrease,
which could materially affect the Company’s results of operations and financial condttton
Additionally, if the negative characterization of these types of loans is accepted by legtslators and
regulators, the Company could become subject to more restrictive laws and regulations that could
materially adversely affect the Company’s financial condition and results of operations. .

Other risk factors are discussed under Quantltatwe and Qualttattve Disclosures about Market
Risk. . _ . . . »
. . N . 1

Other risks that are mdleated in the Company’s filings with' the Seeurtttes and Exehange

~ Commission may appl) as well

None.”
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ITEM 2. PROPERT]ES ; B .

As of December 3l 2006 the Company owned the real estate and buildings for- eight of its

_ pawnshop locations. The Company s headquarters. are located in a nine-story ‘building adjacent to

downtown Fort Worth, Texas. . “The -Company “purchased its -headquarters building ‘in. January 1992..

~CashNetUSA’s cash advance operations are located in a leased building located in Chicago, Illinois undef a

non-cancelable operatmg lease. . Cashland’s operations are based in a leased office facility.in an office

“building located in Dayton, Ohio. All of the Company’s other locations are leased under non- cancelable

i operatmg leases with terms rangmg from 3 to 15 years.

The following table sets forth as ‘of December 31, 2006, “the number of Company- owned pawn and
cash advance locations by state and states in which' the Company has an internet tending presence The

" Company also operates five Company-owned Mr. Payroll check. cashmg locations in Texas.

Cash + Internet

Pawnshop Advance Lending

o ) ) Locations _Locations Presence
AlAbAMA .o 9 - Y
Alaska .o e s e 5 - Y
Arizona.. : . : 11 - Y
California 1 37 Y
Colorado 5 - Y
Delaware ........... - - Y
Florida................ 67 - Y
GEOTZIA ...ttt et 17 - -
Hawaii .., - - Y
Idaho - - Y
[1linois iz 7 Y
INAIANE.....cocii e e e e 13 32 -
Kansas .......coovvvannne : - - Y

Kentucky 10 16 -
Louisiana 20 - Y
Michigan .. - 12 -
Minnesota - — Y
MiSSOUT.ceooee il ieteee e et n e et e e ——— .16 - Y
Montana................ OO PCPN EATIHPNN e, - - - Y
Nevada y ) 25 : - Y
New Mexico - - Y
North Carolina 10 - -
North Dakota - - Y
L5 T T OSSOSO RO R 6 137 Y
OKIZRDMA ..o e T e s e s e e evearnas 15 - Y
Oregon................. - - Y
Pennsylvania - - Y

Rhode Island - - Y .
South Carolina 6 - -
South Dakota - - Y
TENNESEEE ...lii il e ‘ 21 - -

. Texas ........ ‘ 54 Y
Utah ... . - Y
Washington ... - .Y
Wisconsin........ — Y
Wyoming ... - Y

TOUAl oo ee ettt 295 - —
Total states 7 29

* The Company considers its' equipment furniture and fixtures-and owned buildiﬁgs to be in good
condition. The Company. has its own construction supervisors who engage local contractors to-selectively
remodel and upgrade its lending famlmes throughout the year :
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The Company s leases typtcal]y require the Company to pay all mamtenance Ccosts, msuranc]e COslS .
and property taxes. For additional information concerning the- Compaiiy’s leases, see Item 8. Financial
Statements and Supplementary Data; Note 10 of “Notes to Consoltdated Financial Statements.” ‘
. ' e, . .3:,"=1.7"- N . s -
ITEM3. LEGAL PROCEEDINGS | ) !

[

On August 6, 2004, James E. Strong filed 'a purpoxted class action lawsuut in the State Court of.
Cobb County, Georgia against Georgia Cash America, Inc., Cash America International, Inc. (together with -
Georgia Cash America, Inc., “Cash America”), Daniel R. Feehan, and several unnamed. officers, directors,
owners and “stakeholders™ of Cash America. The lawsuit alleges many different causes of actlon ,among -
the most significant of which is that Cash America has been making illegal payday loans in Georgla in
vtolauon of Georgia’s usury law, the Georgia Industrial Loan Act and Georgla s Racketeer Inﬂuenced and-
Corrupt Orgamzattons Act. Community State Bank (“CSB™) for some time made loans to Georgia reSIdents
through Cash America’s Georgia operating locations. The complaint in this lawsuit claims that CSB is not
the true lender with-respect to the loans made to Georgia borrowers and that its involvement-in the process is
“a mere subterfuge.” Based on this claim, the suit alleges that Cash America is the “de facto” lender and is
illegally operating in Georgia. The complaint.seeks unspecified compensatory damages attorney’s fees,
punitive damages and the trebling of any compensatory damages. The parties are currently in dtspute over
the scope of the discovery requests made by the plaintiffs,’and Cash America has appealed a recent State
Court discovery ruling on this issue. Cash America is also seekmg enforcement of the arbitration’ prowsmns
and has filed a Motion to Stay and Compel Arbitration with the State Court. The Company believes, that the

. plaintiffs’ claims in this suit are without merit and is vigorously defending this lawsuit. There is also a

‘related federal court action pending, wherein Cash America and CSB commenced a federal lawsuit in the
U.S. District Court for the Northern District of Georgia seeking to compel_ Plaintiffs to arbitrate their claims
against Cash America and CSB. The U.S. District Court dismissed the federal action for lack of subject
matter jurisdiction, and Cash America and CSB have appeated the dismissal of their complamt tojthe U.S
Court of Appeals for the 11th Circuit. Oral arguments on this appeal took place in November 2006 and
Cash America is awaiting the appellate court’s decision. The Strong litigation is still at a very early stage,
and neither the likelihood of an unfavorable outcome nor the ultimate liability, if any, with respect to this
litigationi can be determined at this time. : :

The Company is a defendant in lawsuits encountered in the: ordinary course of its business., Certain
of these matters are covered to an extent by insurance. In the opinion of management, the resolutton of
these matters will not have a material adverse effect on the Company’s financial position, results of
operations or liquidity. )

ITEM4. SUBMISSION OF MATTERS TOAVOTE OF SECURITY HOLDERS '

~ There were no matters submitted to the Company s security holders during the fourth quarter ended
December 31, 2006.




©. - PARTII

. ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY RELATED STOCKHOLDER
MATTERS AND lSSUER PURCHASES OF EQUITY SECURIT[ES

(a) Market for Reglstrant § Ccmmon Equlty C _ B ’ _ B F’_ -

The New York Stock Exchange is the pnncnpal exchange on Wthh Cash Amerlca International; Inc.
commion stock is traded under the symbol “CSH”. - There weré 655 stockholders of record {not including
“individual participants in security llstmgs) as of February 14,2007, The high, low and closing sales prices
" of common stock as’quoted on the composite tape of the New York Stock Exchange and cash d1v1dend
g declared per share durmg 2006 and 2005 were as follows: :

Fist  Second “Third .Fourth -
» _Quarter ° _Quarter Quarter Quarter
2006 ! - e ’ ) 7 )
“ High.oooooooeien T eririeeinieee, 30 3005 $ 3487 $ 4000 § 4798 °
C o LOW e s 122.80 28.76 30.67 3177
TCLOSE v e et s 30,02 . 3200 . 3908 46.90
:Cash dividend declared per share...........c.ccocovveeeeee - 0.025 0.025 0.025 -0.025
2005 o . : " _ ‘ _
High....ooooveee [ e ——— $°-2995 § 2355 § 2184 § 2455
LOW oo, SO et esseserenan 2140 1345 19.00 1940 -
‘Close ......i....0! e e s PTUOOY. UV TOURT 21.93 - 20.12 20.75 23.19
‘Cash dividend declared per share..\.. ... . 0.025 0.025 ° 0025 0025




(c) Issuer Pu rchases of Equity Securities

- The fo]lowmg table provides the information with- respect to purchases made by the Company of
shares of its common stock during each.of the months in 2006: " :

-:-\‘ o

Total Number of

1
|
|
Lo ’
A
'

- »
P t

ot
Maximum Number

——

Total Number ~ Average .Shares Purchasedas  of Shares that May
of Shares-  Price Paid Part of Publicly Yet Be Purchased
Period Purchased _PerShare Announced Plan Under the Plan
.. January | to January 31 ......... 32800 § 23.67 . — 1321200
" February 1 to February 28..... 6,167% . 26.65 . - 1,321,200
March 1 to March 31 ............ 514 29.19 i 1,321,200 -
Total first quarter............... ; _9.961 -+ 25.80 = . X
April 1 to April 30 oo ©418@ 32.35 — To1,321,200 [
May [ to May 31.ocoororrron. 46,410 31.59 45,500 1,275,700 "
: June | to June 30............ - 70,357 30.30 70.000 1,205,700 !
Total second quarter........ 117,185 . __30.82 © 115,500 S,
July 1to July 31 . ' 4482 3447 — 1,205,700
August | to August 31 ........... 35,258% - 33,48 35,000 1,170,700
September 1 to September 30 306 | _37.50 — 1,170,700
Total third quarter............... 36,012 33.52 35,000 ,
October 1 to October 31......... 308 40.88 - “1,170,700 |
November | to November 30. 107,145® 43.74 106,000 1,064,700
. December | to December 31.. 2894 46.04 — 1,064,700 " :
Total fourth quarter _.......... 07,742 43.74 106,000
Total 2006 .......oovveeeeen... 270,900 $ 36.13 256,500

M On April 20, 2005, the Board of Directors authorized the Company’s repurchase of up to a total of 1,500,000 shares

" of its common stock and terminated the open market purchase authorization established in 2002, Maximum number
of shares that may yet be purchased represents the shares under the 2003 authorization.

3 Includes shares purchased on behalf of participants relating to the Company’s Non-Qualified Savmf,s Plan of 423
1,645; 514; 418; 910; 357; 448; 258; 306; 308; 1;145 and 289 for each of the twelve months in 2006, respecuvely
Also_includes 2,857 and 4,522 shares received as partial tax payments for shares issued under stock-based
compensation plans for the menths of Janvary and February, respectively. ;

¢ ey —n 2
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. ITEM 6. SELECTED FINANCIAL DATA -
. Five- Year Summary of. Selected Consolidated Financial Data of Contmumg Operatlons
' *(dollars'in thousands; éxcept per share data} 2 .
(Unaudned)
) - W _Year Ended December 31,
, : e L 2006 " - - 2005 - 2004 ~ 2003 2002
‘Statement of Income Data ™ .~ ‘ S o :
Total revenue ..o et $693 214 $594346  $469.478  $388,635 $350,501
Income from operations .........ccoeveeveeeeeierennnnenn $104, 019 $ 80,712 S 61,413 S 41,819 S 27, 872
Income from continuing operations before » T
income taxes ””....' .......................................... $ 96,168 5§ 70,882 $ 55,023 . § 34,325 $ 19313
Income from continuing operations ................ . $60,940 $ 44,821 $ 34965 § 22,030 . % 11,917
Income from continuing operatlons per share: ’ : o .
BASIC .ov./ovvverersriossssseessssssnesssssssssssssssrrssanees $ 205 §$ 153 $ 123 3 08 § 049
) DIIE oo eeeeesmeeseseeeserssssee $ 200 S5 148 § 118 5§ 083 3 048
Dividends declared per share ...........c..cccceerunnn. $ 010 $ 010 $ 037 § 007 § 005
Weighted average shares:
Basic ...l 29,676 29,326 28,468 25,649 24,491 -
Diluted ...cooo v 30,532 30,206 . 29,584 26,688 24,841
Balance Sheet Data at End of Year
Pawn 10NS ... e, $127,384  $115280  $109353 S 81,154  § 78,615
+ Cash advances, NEL........ccovviivvieiieivenereerne e, $ 79975 . $ 40,704 $ 36,490 $ 28401 $.2,639
Merchandise held for disposition, net ................ © $ 87,060 $ 72,683 $ 67,050 § 49432 $ 49,564
- Working capital.........oooovvviniii, $259,813 - $232,556  $209,463 | $156,142  $118,619
Total @55€15....oiiereciceceec e e '$776,244  $598,648  $555,165 -$377;194  $287,006
Total debt ......coooieiiiiic, PTITRSORION $219,749 $165,994 $166,626 $148,040 $137,000.
Stockholders’ eqUIty ........o.oveevmveeeee e, $440,728-  $374,716  $333,936  $276493 .$192,335 -
Ratio Data at End of Year © ' . . : -
Currentl FaH0 ... 3.2x. 4.8x 4.6x . 4.3x 4.0x
Debt 10 equily tatio ...ocooooevieieee e 49.9% 44.3% ©49.9% 353.5%  T71.2%
Owned and Franchised Locations at Year End ® :
Pawn lending operations ...........ccceeecncennnrenene ' 487 464 452 405 409
. Cash advance operations € e 295 286 253 - 154 2
-Check cashing operatlons @ e 136 136 134 _135 _135
TOUA] oo e 918 886 839 694 346

@ In September 2004, the Company sold its foreign pawn lending operations. The amounts for all periods presented have been
reclassified to refiect the foreign operations as discontinued operations. In addition, in September 2001, the Company announced
plans to exit the rent-to-own business. The amounts for 2002 also reflect the reclassified rent-to-own business as discontinued

operations,

® See *Management’s Dlscussmn and Analysis of Financial Condlnon and Results of Operauons and “Financial Statements and
Supp]ememary Data™ for amounts related to the E,am from terminalion of a lease contract in 2006 ‘the details of discontinued
operations for years 2003 through 2005 and the gain from disposal of asset for 2003.

© Includes cash advance locations only.
“Mr. Payroll locations only,
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ITEM7. MANAGEM ENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION !
AND'RESULTS OF OPERAT[ONS _ b

GENERAL

+

The: Company provides specialty financial services to individuals in the United States These
services include secured non=recourse loans, commonly referred to as pawn.loans, to individuals through its
pawn lending operations, unsecured: cash advances in selected lending locations and on behalf of
independent third party lenders in other locations, and check cashing and related financial services through
many of its lending locations and through franchised and Company-owned check cashing centers. The

* pawn loan portfolio generates finance and sefvice charges revenue. A related activity of the pawn lending
" operations is the disposition of collateral from unredéemed pawn loans. [n September 2006, the Company

began offering online cash advances over the internet and began arranging loans on behalf of independent
third party lenders over the internet in November 2006. Prior to September 7, 2004, the Company also
provided financial services to individuals in the United Kingdom and Sweden (the “foreign pawn lendm&,
operations™). In September 2004, the Company sold its foreign pawn lending operations. The results of the
foreign-pawn lending operatlons have been reclassified as discontinued operations for all.of the perlods
presented. See discussions of Discontinued Operatlons below and at Note 17 of Notes to Consolldated
Financial Statements.

On September 15, 2006, the Company, through its wholly-owned subsidiary Cash America Net
Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC ("TCG”). TCG offered
short-term cash advances over the internet under the name “CashNetUSA”. The Company paid an initial
purchase price of approximately $35.9 million in cash and transaction costs of approximately $2.9 million,
and has continued 10 use the CashNetUSA trade name in connection with its online operations. The
Company’s consolidated financial statements include the operating results of CashNetUSA from the date of
acquisition. The Company has also agreed to pay up to five supplemental earn-out payments during the two
year period after the closing. The amount of each supplemental payment will be based on a ‘multiple of
earnings attributable to CashNetUSA’s business for the twelve months preceding the date of determining
each scheduled supplemental payment. Each supplemental payment will be réduced by amounts previously
paid. The supplemental payments are to be paid in cash; the Company may, at its option, pay up to 25% of
each supplemental payment in shares of its common stock based on an average share price as of the
measurement date. Substantially all of these supplemental payments will be accounted for as goodwill. The
terms and method of calculating these supplemental payments are described more fully in the.asset purchase
agreement. The first supplemental payment of approximately $33.8 million, which was paid in February 2007
in cash, was based on the trailing twelve months earnings of CashNetUSA through December 31,.2006 and
reflects adjustments for amounts previously-paid. !

In December 2004, the Company acquired the pawn operating assets of Camco, Inc., which
operated under the tradename “SuperPawn” in four states in the western United States. SuperPawn was a
4]-store chain based in Las Vegas, Nevada at the time of the acquisition. This transaction provided the
Company its initial entry into the western United States for pawn lending activities. See Note 3 of Notes to
Consolidated Financial Statements. Effective August 1, 2003, the Company, through its wholly owned
subsidiary, Cashland Financial Services, Inc. (“Cashland”) purchased substantially all of the assets of
Cashland, Inc., a privately-owned consumer finance company based in Dayton, Ohio, with 121 cash
advance locations at the time of the acquisition.

As of December 31, 2006, the Company had 918 total locations offering products and services to its
customers, The Company operates in three segments: pawn lending, cash advance (mc]udmg CashNetUSA)
and check cashing. : ‘

As of December 31, 2006, the Company’s pawn lending operations consisted of 487 'pawnshops
including 475 Company- owned units and 12 unconsolidated franchised units located in 22 states in the

. United States. During the three year period ended December 31, 2006 the Company acquired 70 operatmg
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units, established 12 locations, and combined or closed $ locations for a netincrease in owned pawn lending
units of 77. in addition, it acquired or opened 10 franch:se locations, and elther terminated or converted five
“locations to Company- owned locations,

'A_t December 31, 2006, the Company’s cash advance: operations operated 295 cash advance

" locations in seven states. For the three year period ended December 31, 2006, the Company acquired 33

operating units, established ] 18 locations, and combined or closed 10 locations for a net increase in cash

advance locations of 141. CashNetUSA serves multiple markets through its internet distribution channel
and had cash advances outstanding in 29 states as of December 31, 2006.

, ~ As of December 31, 2006, the Company’s check cashing operations consisted of 131 franchised and
five company-owned check cashing centers in 18 states,

DISCONTINUED OPERATIONS

in September 2004, in order to dedicate its strategic efforts and resources on the growth
opportunities of its pawn lending and cash advance activities in the United States, the Company sold its
foreign pawn lending operations in the United Kingdom and Sweden to Rutland Partners LLP and received
_approximately $104.9 million in cash after paying off the outstanding balance of the multi-currency line of
credit, and notes receivable valued at $8.0 million. The Company realized a gain on the sale of $19.0
mitlion ($15.4 million net of related tax). The results of the foreign pawn lending operations have been
reclassified as discontinued operations for all periods presented in accordance with.the Statement of
Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets " in the accompanying consolidated financial statements. Income from discontinued operations was
$6.5 mitlion (excluding gain on the sale) for 2004. See Note 17 of Notes to Consolidated Financial
Statements. Income from discontinued operations of $197,000 for 2005 principally represents a change in
the U.S. tax provision on the sale resulting from the final tax adJustments to the 2004 foreign pawn lending
operations’ tax returns. : :

CRITICAL ACCOUNTING POLICIES AND ESTIMATES |

Management’s Discussion and Analysis of Financial Condition and Results of Operations is based on the
Company’s consolidated financial statements, which have been prepared in accordance with accounting
. principles generally accepted in the United States.. The preparation of these financial statements requires
* management to make estimates and assumptions that affect the reported amounts of assets. and habilities,
and disclosure of contingent assets and liabilities, at the dates of the financial statements and the reported
amounts of revenues and expenses during the reporting periods. On an on-going basis, management
evaluates its estimates and judgments, including those related to revenue recognition, merchandise held for
disposition, allowance for.losses on cash advances, long-lived and intangible assets, income taxes,
contingencies and litigation. Management bases its estimates on historical experience, empirical data and
on various other assumptions that are believed to be reasonable under the circumstances, the results of
which form the basis for making judgments about the carrying values of assets and liabilities. Actual results
may differ from these estimates under different assumptions or conditions, The development and selection
of the critical accounting policies and the related disclosures below have been reviewed with the Audit
Committee of the Board of Directors.

Management believes the following critical accounting bolicit_es affect its more significant
Judgments and estimates used in the preparation of its consolidated financial statements..

Finance and service charges revenue recognition. The Company accrues finance and service charges
revenue only on those pawn loans that the Company deems collectible based on historical loan redemption-
statistics. Pawn loans written during each calendar month are aggregated and tracked for performance. Loan
transactions may conclude based upon redemption, renewal, or- forfeiture of the loan collateral. The
. gathering of this empirical data allows the Company to analyze the characteristics of its‘outstanding pawn

2
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. o § .
loan portfolio and estimate the probability of collection of financé and service charges. If the fulu're actuai
performance of the loan portfolio differs significantly (posrtlvely or negatlvely) from expectations, revenue
for the next reporting perlod would be likewise affected. - . )

_ Due to the short-term nature’ ‘of pawn loans, the’ Company can qulckly 1dent1fy performance trends.

For 2006, $146.6 million, or 98.1%; of recorded finance and-service charges represented cash col]ected from
customers and the remaining $2.8 million, or 1.9%, represented an increase in the finance and service
charges receivable during the year. At the end of the current year and based on the revenue recognition
method described ‘above, the Company had acerued $25.4 million of finance and service charges receivable,
Assuming the year-end accrual of finance and service charges revenue was over estimated by 10%,'finance
and service charges revenue would decrease by $2.5 million in 2007 and net income would decrease by $1.6
million. Some or all of the decrease would potentially be mmg,ated through the profit on the dlsposmon of
the related forfelted loan collateral.

Merchandme held for disposition. Merchandise held for disposition consists primarily of forfeited
collateral from pawn loans not repaid. The carrying value of the forfeited collateral is stated at the lower of
cost (cash amount loaned) or market. Management provides an allowance for shrinkage and valuation based
on its evaluation of the merchandise. Because pawn loans are made without recourse to the borrower, the
Company does not investigate or rely upon the borrower’s creditworthiness, but instead bases its lending
decision on an evaluation of the pledged personal property. The amount the Company is willing to finance is
typically based on a percentage of the- pledged personal property’s estimated disposition value. The
Company uses numerous sources in determining an item’s estimated disposition value, and mclude the
Company’s automated product valuation system as well as catalogs, “blue books”, newspapers, internet
research and previous experience with similar items, The Company performs. a physical count of its
merchandise in each location on a'cyclical basis and reviews the composition of inventory by category and
age in order to assess the adequacy of the allowance, which was $1.9 million, representing 2.1% of the
balance of merchandise held for disposition at December 31, 2006. Adverse changes in the disposition
value of the Company’s merchandise may require an increase in the valuation allowance. o
- . : i

Allowance for losses on cash advances. The Company maintains an allowance for losses on C(?mpany-
owned cash advances (including fees and interest) and accrues losses for third-party lender-owned cash
advances at a level estimated to be adequate to absorb credit losses in the outstanding combined cash
advance portfolio. The cash advance product primarily serves a customer base of non-prime borrowers.
These advances are typically single payment cash advances with a typical term of seven to 45 days Cash
advances written during each calendar month are aggregated and tracked to develop a performance history.
.The Company stratifies the outstanding portfolio by age, delinquency and stage of collection when assessing
the. adequacy of the-allowance for losses. The Company uses current portfolio performance, the
performance of cash advances made twelve months ago and portfolio collection history to develop expected
loss rates used in determining the allowance. Increased defaults and credit losses, which could occur during
a national. or regional economic downturn or for other reasons, could require an increase in:the allowance.
Since cash.- advances are unsecured, unlike -pawn’ loans, the portfolio’s performance depends on the
Company’s ability to collect on defaulted loans. The Company believes it effectively manages the risks
inherent in this product by utilizing a variety of underwriting criteria to evaluate prospective borrowers,
maintaining a customer database to track individual borrowers’ performance and by closely monitéring the
performance of the portfolio. Any remaining unpaid balance of a cash advance is charged off once it has
been in default for 60 days or sooner if deemed uncollectible. At December 31, 2006, allowance for losses
on-cash advances was $19.5 million and accrued losses on third-party lender-owned cash advances were
$1.2 million, in aggregate representing 16.6% of the combined cash advance portfolio.

During fiscal year 2006, the cash advance loss provision for the combined cash advance portfolio,
which increases the allowance for loan losses, was $59.6 million and reflects 5.1% of gross combined cash
advances written by the Company and third-party lenders. If future loss rates increased, or decreased, by
10% (0.51%) from 2006 levels, the cash advance loss provision would increase, or decrease, by $6.0 million
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and net income would decrease, or ificrease, by $3.9 million, assuming the same volume of cash advances
written in 2006.

Valuation of long-lived and intangible assets. The Company assesses the impairment of long-lived assets
whenever events or changes in circumstances indicate that the carrying value may not be recoverable.
Intangible assets having an indefinite useful life are tested for imphin‘npnt annually, or. more frequently if
events or changes in circumstances indicate that the assets might be impaired. Factors that could trigger.an :
impairment review include significant underperformance relative to expected historical-or projected future
cash flows, significant changes in the manner of use of acquired. assets or the strategy for the overall
business, and significant negative industry trends. When management determines that the carrying.value of
long-lived and intangible assets may not be recoverable, impairment is measured based on the excess of the
assets’ carrying value over the estimated fair value.

Income Taxes. As part of the process of preparing its consolidated financial statements, the Company is
required to estimate income taxes in each of the jurisdictions in which it operates. This process involves
estimating the actual current tax exposure together with assessing temporary differences in recognition of
income for tax and accounting purposes. These differences result in deferred tax assets and liabilities and are
included within the Company’s consolidated balance sheet. Management must then assess the likelihood
that the deferred tax assets will be recovered from future taxable income and, to the extent it believes that
recovery is not likely, it must establish a valuation allowance. An expense, or benefit, is included within the
tax provision in the statement of operations for any increase, or decrease, in the valuation allowance for a
given period.

Management judgment is required in determining the provision for income taxes, the deferred tax
assets and liabilities and any valuation allowance recorded against net deferred tax assets. The valuation
allowance is based on Company estimates of capital gains expected to be recognized during the period over
which the capital losses may be used to offset such gains. If the Company were to determine that it could not
realize all or part of its other net deferred tax assets in the future, it would have to charge an adjustment to
the deferred tax assets to the provision for income taxes in the period that such determination was made.
Likewise, should the Company determine that it could in the future realize its deferred tax assets in an
amount exceeding the net recorded amount, it could adjust the deferred tax assets to reduce the provision for
income taxes in the period that such determination was made.

RECENTLY ISSUED ACCOUNTING STANDARDS

In June 2006, Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48,
“dccounting for Unceértainty in Income Taxes” (“FIN 487). FIN 48 requires that a more-likely-than-not
threshold be met before the benefit of a tax position may be recognized in the financial statements and
prescribes how such benefit should be measured. [t requires that the new standard be applied to the balances
of assets and liabilities as of the beginning of the period of adoption and that a corresponding adjustment be
made to the opening balance of retained earnings. FIN 48 will be effective for fiscal years beginning after
December 15, 2006. The Company is evaluating the potential effect of FIN 48, but does not expect it to
have a material effect on the Company’s consolidated financial position or results of operations.

In September 2006, FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements” (“SFAS 1577). SFAS 157 defines fair value to be the price that would be received to sell
an asset or paid to transfer a tiability in an orderly transaction between market participants at the
measurement date and emphasizes that fair value is a market-based measurement, not an entity-specific
measurement, It establishes a fair value hierarchy and expands disclosures about fair value measurements in
both interim and annual periods. SFAS 157 will be effective for fiscal years beginning after November 15,
2007 and interim periods within those fiscal years. The Company does not expect SFAS 157 to have a |
material effect on the Company’s consolidated financial position or results. of operations, but anticipates
additional disclosures when it becomes effective. :
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The followmg table sets forth the components of consolldated statements of operanons as a

fe A e e -

percentage of total revenue for the periods mdicated S o . K -
) L : A Yar Ended December 31 ‘ Ry
: o s e 2006 - 2005 - 2004.15’;-7“ A
Revenue . o o e L
Finance, and service charges.................; ................ SRR 21.6%  235% - 23 6% :
Proceeds from disposition; of merchandlse e feeceeen . " 48.4 - 50, 7 <53, 3
Cash advance fees et 281239708 ; 21, 1}
- Check cashmg fees, royaltles and other........ A SR .19 C 190 2. 0
:Total, Revenue...:t.......-...-.}..'."'3.*;.....:._ ........ TR e 10000 100.0 IOO of -
a gCostofRevenuc ' "_, i'l o ST _ v "‘“‘ SE e i T
"+~ Disposed merchandlse ........ e e e e e 206 . --309 32.8 |
Net Revenue.................. e e SSRET SRR 704 - 690 © _-67.2%
Expenses ' oo O T . CoT *
: e - O R d
Operations.......z........ T YV SR 355 37 - 36 91
Cash advance loss prowsmn.,..“..:...:...l.:..’....‘..‘...._ ....................... - (8"6 P 7.2 -5, O
Administration ..........., SCTURDI BT i, TR 747 73 8. 5
Depreciation and amomzatlon ........ R . 39 - 39" 37
TOtal EXPENSES......oocvvrcersvsorreerrenrsinnrnns RS s 554 . :.555  .-34.1i
[ncome from Operations ... et 15.0 13.6 13. l;
“Interest expense........... TP F O SO SUR (L7 (1.8) (1. 7)
[NtErest INCOME .......cooo. oo N 0.3 03.. 01 -
Foreign currency transaction (loss) gain........c..coeriicninnninnn, — . (0 2) L 0.2 '
~ Gain from termination of contract ........cccvvveverrane. (IRRRT 0.3 il ‘ - T
Income from Continuing Operations before Income Taxes.. 13.9 119, 117 -
Provision for income taxes... . ....ocooooviooeoeneceioe e feeeee e - 51 44 . 4.3 ‘
[ncome from Continuing Operatlons ...................................... -8.8% 7.5% ' 1.4%
1
."-
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The followmg tables set forth certain selected consolidated financial and non-fi nancial data as of
December 31; 2006, 2005 and 2004, and for each of the three years then ended ($ in thousands unless noted

otherwise) related to the Company’s’ contmumg operat:ons . .

(Continued on Next Page)
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. Year Ended December 31,

S o T 2006 2005 2004
PAWN LENDING OPERATIONS: ' ’ .
Pawn loans ~ _ . .
Annualized yield on pawn 10ANS ..o, 123.6% 124.8% 131.1%
Total amount of pawn loans written and renewed ...................... ererrerens $ 474, 046 $ 438,955 $ 336,021
. Average pawn loan balance outstanding......... SOOI SIS T 11 X 930 £ 112,031 $ 84,283
Average pawn loan balance per average location in operatlon .............. 3 262 $ 251 2.
Ending pawn loan balance per location in 0peration .........cccceveceuia $° 268 3§ 253 8§ 248"
Average pawn loan amount at end of year (not in thousands)................ § 107 $ 95 3. 89 i
Profit margin on disposition of merchandise as a percentage of ) o
: proceeds from disposition of merchandise ... 38.9% 39.0% 38 5%
Average annualized merchandise tUIMOVET .........c...iuocccionncnunncnnnn. 27X S 27x 3.0x
Average balance of-merchandise held for dlspos:tlon per average S o e
location in operation............. e e § - 165 $ 151 $ 130
Ending balance of merchandlse held for disposition per location in ST e
OPETALION ..o.co.tesivessiesvesisiaiienseessesssesssessessesssessssssssssseesenneenneeee -9+ 183 87 159 -§- "151
Pawnshop locations in operation'- ‘ : I o
Beginning of year, owned .05 ..o ROOTOURURUN 456 44] 398
ACQUITEL oottt 19 9 42
Stan-ups....es e eeerieserbarataeeeeeaatrtetteeieieatetaataeeiaanitateseessnananrnes .2, -7 3
Combined or Closed ......ccccivrririnine e {2 (D {2
End of year, 0WNed .......ccooveereimiininee e 475 436 441
Franchise locations at end of YEar.............ocovveieeiiieieiceecie s 212 _ 8 .
Total pawnshop locations at end of Year...........loooovereeeeeevere 487 464 - 452
~ Average number of owned pawnshop locations in operation........... v 462 447" 399
Cash advances )
Pawn locations offering cash advances at end of yedr ... 425 441 425
Average number of pawn locations offering cash advances ................. . 425 430 391
Amount of cash advances written at pawn locations: s :
Funded by the COMPANY ...oveerereecciincrnircrieieee et $ 66952 § 064,184 5§ 37,527
Funded by third-party lenders @@ ..o 207,732 211,191 182,776
Aggregate amount of cash advances written at pawn locations @@ ... $..274,684 § 275,375  §.220,303
Number of cash advances written at pawn locations (not in thousands):
BY the COMPANY....ociciiiieieiiieiee ittt 213,467 223,639 138,386
By third-party lenders @@ s 480,649 574.442 536,622
Aggregate number of cash advances written at pawn locations o . 694,116 198,081 675,008
Cash advance customer balances due at pawn locations (gross): -
Owned by COmPany . ... essseses s ssssssssesssseeees $ 8448 S 9657 % 11,733
Owned by third-party lenders @ ..o 11,202 9.697 6.585
Aggregate cash advance customer balances due (gross) at pawn
Locations O $§ 19650 19354 5__ 18318
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Year Ended December 31i

{Continued on Next Page)
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o . 2006 2005 2004
CASH ADVANCE OPERATIONS ©: ; '
Amount of cash advances written: ]
BY the COMPANY ....ovvvviveirireiisireirsssssrsssseresesesesseseeesssesssesssiessssnisnins $ 750,234 . $ 509,732 $ 371,346
By third-party lendets @@ e, 152,845 145228 56,097
Aggregate amount of cash advances written @ L U $ 903,079 - § 654960 3§ 427,443
Number of cash advances written (not in thousands): .o . : Lo
By the Company....................; ................ e an et es T 2,097,176 1,442,816 - 1,101,923
By third-party lenders @@ . s 298.831 . 347,772 150,254
Aggregate number of cash advances written ™0 ... _2.396,007  _1,790.588 ._1,252,177
Cash advance customer balances due {gross): S
Owned by Company ....................................................................... $ 91,040 $ 37,706 § 29,788
Owned by third-party fenders @ ... 13,485 7215 3.564
Aggregate cash advance customer balances due {gross) @O i $ 104,525 344921 $ 33,352
Cash advance locations in operauon - - . R
Beginnming of Year ...l 286 253 . 154
ACGUITE ..o e st e N — 1 Co32
SEAMT-UPS oo ecereraceceacaceseesceacmsenmans et 12 34 Ton
Combined or closed .......oovuviveeerieeeee e 3 _( (9
End of year ... 295 286 o 253
Average number of cash advance locations in operation............ s 290 271 i 192
CONSOLIDATED CASH ADVANCE PRODUCT SUMMARY @ ),
Amount of cash advances written: . ..
Funded by the COMPANY ...c.coviiiiiinr e $ 817,186 § 573916 . § 408,873
" Funded by third-party lenders @ s 360,577 356,419 238.873
Aggregate amount of cash advances written D e, $1,177.763  § 930335 S 647,746
Number of cash advances written {not in thousands}: _— |
By the COMIPAILY .ovveirrereeieerereererrevesreere s srssee e e socnesbass b sa s 2,310,643 1,666,455 1,240,309
By third-party lenders ™ @ .. 779,480 922214 . '686.876
Aggregate number of cash advances written @0 3090123  _2,588.669 - _1,927,185
Average amount per cash advance written (not in thousands): ' o - ‘ .-
Funded by,the COMPANY ....0...ccccvurivrmiimimriiimsmsssnsssnrssnsmsssessgennss 9 354§ . 344 5 330
Funded by third-party lenders @@ .o . 463 386 {348
Aggregate average amount per cash advance® ... g 381 § 359 8§ 336
- Cash advance customer balances due {gross): _ ,
* Owned by the Company ' e $ 99488 § 47363 § 41,521
Owned by third-party lenders ™ _..........ooooovrrciineee e 24,687 16,912 10,149
Aggregate cash advance balances due (gross) @D o, § 1241758 S__ 64275 § '51,670
Total locations offering cash advances atend of year ... 720 727 678
Average total locations offering cash advances..........cocococecevonrcnnnns 715 701 i 642




Year Ended December 31,

2006 2005 2004
CHECK CASHING OPERATIONS (Mr. Payroll):
Centers in operation at end of year:
Company-owned J0CAtIONS ..........c.oovicieeieec e eerenan 5 5 6
Franchised 10cations ® ..............cco.ooooovieieo e rneion 131 131 128
Combined centers in operation at end-of year “.......ccoovvivivviiecicrecnnn, 136 136 Jd34
. Revenue from Company-owned [ocations..........ccvvnminiernecicrerecerennnn. b 569 . § 565 3 607
Revenue from franchise royaltles and other . : 3.356 3.254 2.979
Total revenue ..ol 08 _ 395 § 3819 § 3586
" Face amount of checks cashed: - ‘ - '
Company-owned 10CaAHIONS .l e ssre s $ 38,446 § 38699 5 39,171
- Franchised locations @ ......cc..coo.occoviunrninenrcicreren, e 1,269,724 1.181,682.  _1.093.456 -
Combined face amount of check cashed ™., 81,308,170 $1,220381  $1,132,627
Fees collected from customers; ' : ) '
Company-owned locations $ 569 $ 565 3 607
Franchised locations ®.........ccocoviioriicrnnnn, . 17.889 16 399 15.053

~Combined fees collected from customers

 Feesasa percentaﬂge of check cashed:

Company-owned locations......................... S oo . 1.5% 1.5% 1.5%
Franchised 10cations ™ ...ooioeevevesceceerinines oo, s 1.4 1.4 © 14
. Combined fees as a percentage of check cashed ..o, o 14% 14% ¢ T 14%

Average check cashed (not in thousands) : ' s
Company-owned locations... - $ 393 3 386 $ 376
Franchised locations ® .......... e e 421 386 372

Combined average check cashed ™ ..o § 420 § 386 S 372

@ Non-GAAP presentation. For informational purpeses and to provide a greater understanding ofthe Company ] busmesses
Management believes that information provided with this level of detail is meanm}:,ful and useful in understanding the activities and
" business metrics of the Company’s operations.

® Includes cash advance activities at the Company’s.pawn lending. Iocauons

) Amounts recorded in the Company’s consolidated financial statements.

@ Cash advances written by third-party lenders that were arranged by the Company on behalfofthe third-party lenders.

€ ncludes cash advance activities at the Company’s cash-advance locations and shrough the Company s intermet distribution channet.

"M Includes (i) cash advances written by the Company, and (u) cash advances written by third- pany lenders lhat were arranged by the
“Company on behalfoflhc third-party lenders. . : . .

t v
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OVERVIEW L e LT ' : r
Components of Consolidated Net Revenue Consohdated net revenue is total revenue reduced by the cost
of merchandise sold in the period. It represents the income availablé to satisfy-expenses and 1s the m’easure
management uses to evaluate top line performance. The components of consolidated net revenue are pawn
related net revenue, consisting of finance and. service charges from. pawn loans plus profit from  the
~ disposition of merchandise; cash advance fees and-other revenue which is comprised mostly of check
cashing fees but includes royalties and other revenue.items. Growth in cash advance fees has increased the
related contribution of the cash advance products to consolidated net'revenue during each of the three years
of 2006, 2005 and 2004. The growth in cash advance fees is primarily attributable to higher average
balances owed by customers, the addition of new units and the recent addition of cash advances made over
the internet begirining in mid-September of 2006. While lower as a percent of total net revenue; ‘pawn
related net revenue remains thé largest component of net revenue at 57.4%, 62.7% and 65.6% for 2006,
2005 and 2004, respectively. Management believes that the inclusion of the-online cash advance business
for a full twelve months in 2007 will cause cash advance fees to be the largest component of net revenue
next year. The following graphs show consolidated net revenue and depicts the mix of the components of
net revenue for the years ended December 31, 2006, 2005 and 2004 J‘

2006 2005 Lo 2004

$488.3 million : $£410.5 million ' $315.6 million
2.6% ' 2.7% - 3.0%

40.0% 30.6% \ .35.0%

34.0%

28.7%

D Finance and service charges - Cash advance fees <

Ii] Profit from the disposition D Other reventie
_of merchandise

3 .



Contribution to Increase in Net Revenue. Cash advance fees, including cash advance fees generated in
pawn lending locations, have increased primarily because of higher average balances owed by customers,
the growth and. development of - new]y opened -cash advance locations and the recent addition of cash
advances made over the internet. . As illustrated below, these increases represented 68.2% of the overall
increase from 2005 to 2006 and 45.2% of the Company’s overall increase in net revenue from 2004 to 2005.
.The increase in pawn related net revenue in the aggregate, combined finance and service charges-and profit
from the disposition of merchandise, represented 29.1% of the overall increase in net revenue from
continuing operations for 2006 compared 10 53.2% of the overall increase in net revenue in 2005. . Other
- revenue accounted for-2:7% and 1.6% of the overall increase in net revenue in 2006 and 2005, respectively.
These trends are deplcted in the followmg graphs:

4
¥

2006 over 2005 = " 2005 over 2004

"

‘ $77.7million " $94.9 million *

2.7% - . : 1.6%

-45.2% 30.8%

22.4%

. Cash advance fees

Finance and service charges

|§| Profit from the dispdsition ” |:| Other revenue
of merchandise

Year Ended 2006 Compared to Year Ended 2005

Consolidated Net Revenue. Consolidated net revenue increased $77.7 million, or 18.9%, to $488.3 million
during 2006 from $410.5 million during 2005. The following table sets forth 2006 and 2005 net revenue by
operating segment ($ in thousands):

2006 2005 Increase
Pawn lending operations ..................... e . §323,771 $ 298,880 § 24,891 8.3%
Cash advance operations .........c.cccovueeuecceerveninneneenenn 160,589 107,848 52,741 489
Check cashing -operations...........c.coccciivrrnininnnnn, 3.925 3819 106 __2.8
* Consolidated net revenue ..........o.oo........... e $488.285 $410.547 § 72738 _18.9%

Higher revenue from the cash advance product, higher ﬁnance and service charges from pawn loans
and higher profit from the disposition of merchandise primarily accounted Tor the increase in net revenue.
Pawn lending operations include cash advance fees from activities within pawn locations.

The components of net revenue are finance and service charges from pawn loans, which increased
$9.7 million; profit from the disposition of merchandise, which increased $12.9 million; cash advance fees
generated from cash advance locations, pawn locations and the internet distribution channel increased $53.0
million; and check cashing fees, royalties and other income increased $2.1 million.
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Finance and Service Charges. Finance-and service charges from pawn loans increased $9.7 million, or
6.9%, from $139.8 million in 2005 to $149.5 million in 2006. The increase is primarily due to higher pawn
loan balances attributable to an increased amount of pawn loans written. An increase in the average balance

- of pawn loans outstanding contributed $i1.1 million of the increase that was offset by a $1.4 million

decrease resulting from the lower annualized yield of the pawn loan portfolio which is a function ‘of the
blend in permitted rates for fees and service charges on pawn ‘loans in all operating locations of the
Company and slightly lower redemption rates.” Finance and service charges from same stores (stores that
have been open for at least twelve months) increased $5.1 million, or-3.6%, in 2006 compared to 2005.

The average balances of pawn loans outstanding were 7.9% hlgher in 2006 than in 2005: The
increase in the average balance of pawn loans outstanding was driven by a 9.5% increase in the average
amount per loan that was partially offset by a 1.5% decrease in the average number of pawn'loans
outstanding during 2006. Management believes this decrease could be related to the fact that higher
advance rates on loans secured by gold collateral, such as jewelry, can allow customers to reduce the
number of loans needed to achieve their needs.

- "Pawn loan balances. at December 31, 2006 were $127.4 million, which was 10.5% higher than at
December 31, 2005. "Annualized loan-yield was 123.6% in 2006, compared to 124.8% in-2005. Same store
-+ pawn loan balances at December 31; 2006 were $8.1 mllhon or.7. 0%, hlgher than at December 31, 2005.

. Profit from rhe Drspoutmn of Merchandne Proﬁt from the disposition of' merchandlse represems the
proceeds received from the disposition of merchandise in excess of the cost of disposed merchandise. The
following table'summarizes the proceeds from the disposition of merchandlse and the related profit. for 2006
as compared to 2005 ($ in thousands): : :

Year Ended December 31,

2006 . - 2005
Merchan- Refined .o Merchan-  Refined :
dise Gold Total- dise” - - Gold " Total
Proceeds from disposition  $257,054  $78,498  $335,552  $244,659 §$56,843  $301,502
Profit on dispositign ......... $106,738  $23,885  $130,623 $102,28§ $15414  §11 7,703
Profit margin ..........c....... 41.5% 30.4% 38.9% 41.8% 27.1% 39.0%
Percentage of total profit... 81.7%  183%  100.0% 86.9%  13.1%  100.0%

The total proceeds from dlsposmon of merchandise and refined gold 1ncreased $34.1 million, or
11.3%, and the total profit from the dlsposmon of merchandise and refined gold increased $12.9 million, or
11.0%, primarily due to higher levels of retail sales and disposition of refined gold. Overall gross profit
margin decreased slightly from 39.0% in 2005 to 38.9% in 2006. Excluding the effect of the disposition of
refined gold, the profit margin on the disposition of merchandise (including jewelry sales) decreased to
41.5% in 2006 from 41.8% in 2005. The profit margin on'the disposition of refined gold increased to 30 4%
in 2006 from 27.1% in 2005 primarily due to higher prevallmg_, market prices of gold, which in turn caused
~the hedge adjusted selling price per ouince to increase 25.6% in 2006 compared to 2005. The Company also
experienced an 11.6% increase in the volume of refined gold sold during 2006, which is generally in line
with the increase in pawn loan balances for the period. Proceeds from dlSpOSlthI’l of merchandise,
excluding refined gold, increased $12.4 million, or 5.1%, in 2006 primarily due to the net addition of 19 -
pawnshop locations and to the higher levels of retall sales actwnty that was ‘supported by higher levels of
" merchandise available for disposition entering into 2006. The consolidated merchandise turnover rate was
2.7 times in both 2006 and 2005. Management expects that profit margin on the disposition of merchandlse
in the near term will likely remain at or slightly below current levels mainly due to higher mventory levels
and an increase in the percentage of refined gold sales, which typically have lower gross profit margins.
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The table below summarizes the age of merchandise held for disposition before valuation allowance
of $1.9 million and $1.8 million, respectively, at December 31, 2006 and 2005 ($ in thousands).

2006 : 2005

) Amount % Amount - %

Merchandise held for 1 year or less — -
Jewelry oo b $ 52,087 58.6% $ 42,139 36.6%

Other merchandise................... ettree e 28.302 1.8 24 787 333

. 806,389 90.4 66,926 89.9

Merchandise held for rhore than 1 year — -

JEWEIEY (o 5,280 5.9 4,684 6.3

Other merchandise...........ooovvv e, 3,261 3.7 2.873 318

‘ ’ ‘ 8,541 9.6 7.557 10.1
Total merchandise held for disposition.............. $_88930 _100.0% 5 74,483 100.0%

Cash Advance Fees. Cash advance fees increased $53.0 mitlion, or 37.3%, to $195.1 million in 2006 as
compared to $142.1 million in 2005. The increase resulted primarily from the growth and development of
new cash advance units and higher average cash advance balances outstanding during 2006, with some
additional contribution from CashNetUSA since mid-September 2006. As of December 31, 2006, cash
advance products were available in 720 lending locations, including 425 pawnshops and 295 cash advance
locations. In 314 of these lending locations, the Company arranges for customers to obtain cash advance
products from independent third-party lenders for a fee. Cash advance fees from same stores (both pawn
and cash advance locations) increased $14.8 million, or 10.5%, to $156.1 million in 2006 compared to
$141.3 million in 2005. Cash advance fees include revenue from the cash advance portfolio owned by the
Company and fees paid to the Company for credit services rendered to customers in connection with
arranging for customers to obtain cash advances from independent third-party lenders. See further
discussion in Note 4 of Notes to Consolidated Financial Statements. (Although cash advance transactions
may take the form of loans or deferred check deposit transactions, the transactions are referred to throughout
this discussion as “cash advances” for convenience.)

The following table sets forth cash advance fees by operating ségment for the years ended
December 31, 2006 and 2005 ($ in thousands):

: 2006 2005 Increase
Cash advance operations.............ccoveceeeeeeesiceeeseeeenne. $ 151,429 $100,663 $ 50,766 50.4%
" Pawn lending operations ...........cecoooeeeeceiesenienne, 43,676 41,405 2,271 5.5
TOtAl oot e, $195,105 $142,068 $ 53,037 _37.3%

The amount of cash advances written increased $247.4 miliion, or 26.6% to $1.2 billion in 2006
from $930.3 million in 2005. These amounts include $360.6 million in 2006 and $3564 million in 2005
_extended to customers by all independent third-party lenders. The average amount per cash advance
increased to $381 from $359 mostly due to changes in permitted loan amounts and adjustments to
underwriting criteria. The outstanding combined portfolio balance of cash advances increased $59.9
million, or 93.2%, to $124.2 million at December 31, 2006 from $64.3 million at December 31, 2005. A
portion of the increase is attributable to the addition of the online distribution channel established through
the acquisition of CashNetUSA in September of 2006 with the remainder related primarily to store maturity
and development during the year. Included in the combined portfolio balance referenced above are $99.5
million and $47.0 million for 2006 and 2005, respectively, which are included in the Company’s
consolidated balance sheets. An allowance for losses of $19.5 million and $6.3 million has been provided in
the consolidated financial statements. for December 31, 2006 and 2005, respectively, which is netted against
the outstanding cash advance amounts on the Company’s consolidated balance sheets.

The following table summarizes cash advances outstanding at December 31, 2006 and 2005 and
contains certain non-Generally Accepted Accounting Principles (“non-GAAP”) measures with respect to the
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" cash advances owned by third-party lenders that are not included in the Company s consolidated balance

sheets. Thée Company- believes that presenting these non-GAAP measures is meaningful and necessary

- because management evaluates and measures the cash advance portfolio performance on an aggregate basis
- (8 in thousands). : .

[

_ 2006 2005
Funded by the Company ® :
Active cash advances and fees receivable ... $ 69,489 § 32207
Cash advances and fees in collection...... i 24.499 7.510
Total funded by the Company @ ... 93988 - 39.717
Funded by third-party lenders ®© . o
Active cash advances and fees receivable ..o 24,721 19,548
Cash advances and fees in collection... ettt 5.466 5,010 -
Total funded by third-party lenders OV . 30,187 24,558
" Combined gross portfolio ™™ e nes 124,175 64,275
Less: Elimination of cash advances owned by third-party lenders ...... _ 24,687 ' 16,912
Less: Discount on cash advances assigned by third-party lenders........... - 350
Company-owned cash advances aud fees receivable, gross 99,488 - 47,013
Less: Aliowance for losses 19,513 6,309
Cash advances and fees receivable, [ S et e, 379,975 340,704
Allowance for loss on Compdny owned cash advanccs rereererseneeneen 3 19,513 8. 6,309
Accrued losses on third-party lender owned cash AAVANCES oo b L L153 874

Combined allowance for losses and accrued third- party Iender Iosses $ 20666 § 7,183

Combined allowance for losses and accrued thlrd-party lender losses _
as a % of combined gross portfollo 16.6% 11.2%

@ Cash advances written by the Company in its pawn and cash advance locations and through the Company’s
internet distribution channel.

ﬂ’)Non GAAP presentation. For informational purposes and to provide a greater understandlng ofthe
Company s businesses. Management believes that information provided with this level of detail is .
meaningful and useful in understanding the activities and business metrics of the Company’s operations.-

L © Cash advances written by third-party lenders that were arranged by the Company on behalf of the th:rd—party

lenders, all at the Company's pawn and cash advance locations and through the Company’s internet .
distribution channel.

W ncludes (i) cash advances written by the Company, and (ii) cash advances written by third-party lenders thal
were arranged by the Company on behalf of the third-party lenders, ali at the Company’s pawn and cash
advance locations and lhrou;_,h the Company’s internet distribution channel.

:
. . R A
‘ Cash advance fees related to cash advances ongmated by all- third- pany lenders (bank and non-
bank) were $61.6 million in 2006 on $360.6 million in cash advances originated by third-party. lenders,
representing 31.1% of combined cash advance revenue and 8.9% of consolidated total revenue of the
Company. : The cash advance loss provision expense associated with these cash advances was $19.8 million.
Direct “operating expenses, .excluding allocated administrative expenses, were- $18.4 million, and

- depreciation -and amortization expense was $1:6 million in. 2006. Management estimates, that the -

approximate contribution before interest and taxes on cash advances originated by all third-party lenders in
2006 was $21.8 'million. This estimate does not include shared operating costs in pawn locations where the
product is offered.

In- March. 2005, the Federal Deposit. Insurance Corporation (“FDIC”) issued -revised guidelines

" affecting certain short-term cash'advance products offered by FDIC regulated banks. The revised guidance

applied to the cash advance product that was offered by third-party banks-in many of the Company’s
locations. The revised guidance, which became effective July. 1, 2005, restricted banks from providing cash

advances to_custdmers for more than three months ‘out of a twclve month period. In order to address the -

short-term credit needs of customers who.no longer had access to the banks’ cash advance product, the
Company ‘began offering an alternative short-term credit product in selected markets in 2005. On July I,
2005, the Company introduced a credit services organization program (the “CSO program”). Under the

37 -



CSO program, the Company acts as a credit services organization on behalf of consumers in accordance
with applicable state laws. Credit services that the Company provides to its customers include arranging
loans with independent third-party lenders, assisting in the preparation of loan applications and loan
documents, and accepting loan payments at the location where the loans were arranged. To assist the
customer in obtaining a loan from a third-party lender through the CSO program, the Company, on behalf of
its customer, guarantees the customer’s payment obligations under the loan to the third-party lender. A
CSO program customer pays the Company a CSO fee for the credit services, including the guaranty, and
enters into a contract with the Company governing the credit services arrangement. The Company is
responsible for losses on cash advances assigned to or acquired by it under its guaranty. At December 31,
2006, the Company offered the CSO program in Texas, Florida and, on a limited basis, Michigan.

As a result of the revised FDIC guidelines, the Company elected to discontinue offering third-party
bank originated cash advances to Michigan customers in July 2005, and to consumers in Texas, Florida and
North Carolina in January 2006. Consumer demand for- bank-originated cash advances in Michigan, Florida
and Texas was effectively satisfied by replacing the bank originated cash advance program in those states
with the CSO program instituted by the Company in July 2005. The Company discontinued the CSO
program in Michigan in February 2007 and now offers only cash advances underwritten by the Company to
customers in that state.

During the third quarter of 2005, the Company ceased offering single payment cash advances
originated by third-party banks in California and began offering Company-originated cash advances under
applicable state law. As an additional service alternative to its customers, during the fourth quarter of 2005
the Company introduced third-party commercial bank originated multi-payment installment cash advances
in California and Georgia. The Company discontinued offering multi-payient bank products in Georgia
during the second quarter of 2006 and in California during July 2006 due principally to its third-party
commercial banks’ response to concerns that the FDIC raised to FDIC-supervised banks in late February
2006 regarding the FDIC’s perception of risks associated with FDIC supervised banks’ origination of
certain cash advance products with the assistance of third-party marketers and servicers. These changes had
the effect of lowering the average amount per loan available to customers in California which led to lower
levels of cash advance balances in California during the last half of 2006 and caused reduced profitability in
those locations year over year. This trend in lower profits in California locations is expected to continue for
the first haif of 2007 unless offset by an increase in demand and higher balances outstanding.

Management anticipates continued growth in consolidated cash advance fees for fiscal 2007 due to
increased consumer awareness and demand for the cash advance -product, higher outstanding balances at
December 31, 2006 compared to December 31, 2005, the addition of the intermet distribution channei
through CashNetUSA, the growth of balances from new units opened in 2006, and planned openings in
2007. :

Check Cashing Fees, Royalties and Other. Check cashing fees, royalties and other income increased $2.1
millien to $13.1 million in 2006, or 18.9%, from $11.0 million in 2005 due to-the growth in cash advance
units. These revenues for the cash advance segment and check cashing segment were $9.2 million and $3.9
million in 2006, and were $7.2 million and $3.8 million in 2005, respectwely The components of these fees
are as follows (in thousands):

Year Ended December 31,

2006 2005
Cash Check ) Cash Check
) Advance Cashing | _ Total Advance (;ashing Total
Check cashing fees........ $ 6057 % 569 $§ 6626 $ 5339 § 565 $ 5904
Royalties .............ccoenee. — 3173 3,173 — _3,116 3,116
Other ..., 3.103 183 3,286 1.846 138 1.984

§ 9,160 $ 3925 § 13085 $. 7185 § 3819 § 11,004
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Operations Expenses. Consolidated operations expenses, as a percentage of total revenue, were 35.5% in
2006 compared to 37.1% in 2005. These-expenses increased $25.5 million, or 11.6%, in 2006 compared to
2005. Pawn lending operating expenses increased $10.9 million, or 6.5%, primarily due to the net addition
of 19 pawnshop locations in 2006. Cash advance operating expenses increased $14.7 million, or 28.5%,
primarily as a result of increased advertising expenditures, growth in expenses in the Company’s collection
- centers, the.acquisition of CashNetUSA and the net establishment of 9 locations, which resulted in higher
. staffing levels. - o ] '
) +
As a multi-unit operator in the consumer finance industry, the Company’s operations expenses are
predominately related to personnel and occupancy expenses. Personnel expenses include base salary and
wages, performance incentives, and benefits. Occupancy expenses include rent, property taxes, insurance,
utilities, and maintenance. The combination of personnel and oecupancy expenses represents 82.8% qf total
operations expenses in 2006 and 84.4% in 2005. The comparison is as follows (3 in thousands):

%of % of

. . 2006 Revenue 2005 Revenue ‘
TPersonnel ... $ 138,943 20.0% 8125661 - 21.1%
OCCUPANCTY .o vt e et 64,557 - 9.3 60376 10.2:
Other... e S 42,385 6.2 34320 5.8,
Total oo e, $245,885 35.5% $220357 __37.1%

. i
The increase in personnel expenses is mainly due to unit additions since 2005, an increase in
staffing levels including at the collection centers, the acqmsmon of CashNetUSA and normal recurring
salary adjustments. The increase in occupancy expense is primarily due to unit additions, higher: unhty
costs and property taxes.

Administration Expenses Consolidated administration expenses, as a percentage of fotal revenue, were
7.4% in 2006 compared 1o 7.3% in 2005. The components of administration expenses are as follows ($ in
thousands):

% of : - %of

. 2006 Revenue 2005 Revenue

PETSONDEL +.v.veveeveeeeeeeeresseeserenresessesenssesseeeseeennes $ 35,097 5.1% $ 29,708 5.0%
OUNET v eee et st anenes . 16,409 2.3 13,519 . 23
TOAL oo e e e e e e sttt ereeeeeseeeas $ 51,506 _  74% §$43227 . 13 1.3

The increase in administration expenses was principally attnbutable to increased stafﬁng levels
consistent with the Company’s expansion into new markets and the internet distribution channels and an -
increase in accrued management incentive in conjuncnon with the financial performance of the Company
compared to its business plan. The increase in these expenses was partlally offset by a gain of $773 000
recognized from a partial insurance settlement in 2006 related to hurricanes in 2005. .

Cash Advance Loss Provision. The Company maintains an allowance for losses on cash advances at a
level projected to be adequate to absorb credit losses inherent in the outstanding combined cash advance
portfolio.” The cash advance-loss provision is utilized to increase the allowance carried against the
outstanding company-owned cash advance portfolio as well as expected losses in the third-party lender-
owned portfolios which are guaranteed by the Company. The allowance is based on historical trends in
portfolio performance based on the status of the balance owed by the customer with the full amount of the -
customer’s obligations being completely reserved when they become 60 days past due. The cash advance
loss provision increased $16.8 million to $59.6 million in 2006, compared to $42.8 million in 2005. The
increase was mainly attributable to the increased volume of cash advances ‘written which was partially offset
by a $2.0 million decrease as a result of lower loss rates. The loss provision as a percentage of cash advance
fees increa_s'ed to 30.5% in 2006 from 30.2% in 2005. Going forward management believes that this ratio
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could increase as the composition mix of the portfolio becomes more heavily weighted to cash advances
from online customers which historically have resulted in higher loss rates than customers recewmg loans in
lending locations. :

Total charge-offs less recoveries divided by total cash advances written decreased in 2006 to 3.9%
compared-to 4.3% in 2005. The decrease was partially related to underwriting changes made in late 2005
which resulted in lower loss rates which offset the reduction in year-over-year growth rates in cash advances
written in 2006 compared to prior years, The loss provision expense as a percentage of cash advances
written was higher in. 2006, increasing to 5.1% compared to 4.6% in the prior year mostly due to a
significant increase in cash advance receivable balances as of year-end and the inclusion of the cash advance
balance from online customers which carry a higher expected loss rate. :

The following table surnmarizes the cash advance loss provision and combined allowance for losses
and accrued third-party lender losses for the years ended and at December 31, 2006 and 2005, and contains
certain non-GAAP measures with respect to the cash advances written by third-party lenders that are not
included in the Company’s consolidated balance sheets and related statistics. The Company believes that
presenting these non-GAAP measures is meaningful and necessary because management- evaluates and
measures the cash advance portfolio performance on an aggregate basis including its evaluation of loss
provision for the Company-owned portfolio and the third-party lender-owned portfolio that the Company
guarantees ($ in thousands).

Year Ended December 31.

2006 2005

Cash advance loss provision: . .

Loss provision on Company- owned cash advances .......ccccccvvenne $ 59,284 $ 42,302

Loss provision on third-party owned cash advances..........ccooveuen. 279 532
Combined cash advance 0SS Provision..........ccccceeeveeviieeesisiniesesnens § 59563 3 42,834
Charge-offs, net of reCOVENIEs .....ovviiviieicccines e § 46,080 3 40,35]
Cash advances written:

By the Company ™..........c..ccoommmnreinisierese s sssissssssssesssassns $ 817,186  $573,916

By third-party lenders ™ © ... 360,577 356,419
Combined cash advances written @ @, §1,177,763  $930,335
Combined cash advance loss provision as a % of combined cash

advances WHHEn © ... e 5.1% 4.6%
Charge-offs {net of recoveries) as a % of combined cash advances :

WHHEN e 3.9% 4.3%

@) Cash advances written by the Company in its pawn and cash advance locations and through the
Company’s internet distribution channel:

) ' Non-GAAP presentation. For informational purposes and to provide a greater underslandmg oflhe
" Company’s businesses. Management believes that information provided with this level of detail is ]
meaningful and useful in understanding the activities and business metrics of the Company’s operations,

) Cash advances written by third-party lenders that were arranged by the Company on behalf of the third-
party lenders, all at the Company’s pawn and cash advance locations and through the Company’s internet
distribution channel.

4 includes (i) cash advances written by the Cempany, and (it) cash advances written by third-party lenders
that were arranged by the Company on behalf of the third-party lenders, all at the Company’s pawn and
cash advance locations and through the Company’s internet distribution channel.

Depreciation and Amortization. Depreciation and amortization expense as a percentage of total revenue
“was 3.9% in both 2006 and 2005. Total depreciation and amortization expenses increased $3.9 million, or

16.6%, primarily due to the increase in operating locations, additional depreciation on remodelings of pawn
" lending locations and the amortization of certain intangible assets obtained in acquisitions.

Interest:Expense. Interest expense as a percentage of total revenue decreased to 1.7% in 2006 from 1.8%
" in 2005. Interest expense increased $1.3 million, or 12.6%, to $11.9 million in 2006 as compared to $10.6
million in 2005. The increase was primarily due to the higher weighted average floating interest rate (6.2%
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during 2006 compared to 4.7% during 2005) which was partially offset by the decrease in the weighted
average amount of borrowings. The average amount of debt outstanding decreased during 2006 to $160.7
million from $168.3 million during 2005. The effective blended borrowing cost was 6.6% in 2006 and 6.3%
in 2005. . In future periods management expects higher levels of debt associated with the potential funding
- ~requ1rements of the CashNetUSA supplememal acqmsmon paymenls - :

On December 19, 2006, the Company issued $60.0 million of senior unsecured long-term notes.
The notes were comprised of $35.0 million 6.09% senior notes due 2016 payable in five annual installment
“payments of $7.0 million beginning December 19, 2012; and $25.0 million 6.21% senior notes due 2021
payable in eleven annual payments of $2.3 million beginning December 19, 2011. Net proceeds received
~from the issuance of-the notes were used to reduce the amount outstanding under the bank line of credit-and
. for general corporale purposes.

Interest Income. Interest income was $1.6 million for both 2006 and 2005. Interest income was comprised
of the interest earned on excess cash and on two subordinated notes denominated in Swedish kronor that the
Company received in the sale of the foreign pawn lending operations. Interest income will be lower in 2007
due to the repayment 'duying 2006 of a total of $2.5 million in notes receivable from officers. .
" Foreign Currency Transaction Gain (Loss).” The Company holds two notes receivable denominated in
- Swedish kronor'in connection with its 2004 sale of its foreign pawn lending operations with a carrying value
- of $9.8 million at December 31, 2006. Exchange rate changes between the United"States dollar-and the
Swedish kronor resulted in a net.gain of $296,000 (net of a loss of $1.1 million from foreign currency
forward contracts) in 2006 and a net loss of $834,000 (net of a gain of $731,000 from foreign currency
forward contracts} in 2005. The foreign currency forward contracts totaling 68 million Swedish kronor
(approximately $9.9'million at maturity) were established by the Company in 2005 to minimize the financial
. impact of currency market fluctuations.

Gain from Termmatmn*uf Contract. In April 2006, the Company reached an agreement with a landlord

‘of a lending location to terminate the lease-and vacate the property for $2.2 million. The Company recorded
. a pre-tax net gain of $2.2 million ($1.4 million net of related taxes) from this. transaction at that time. -The
closure of this SIgmf‘cant pawn lending lodation reduced consolidated earnings for the remainder of the
year, Management is seeking an alternative location to open a replacement shop in 2007. - '

Income Taxes. The Company’s effective tax rate for continuing operations for 2006 was 36.'6% as
compared to 36:8% for 2005. Management anticipates that its effective tax rate will increase in 2007 as a
result of changes in Texas tax laws. - , ' .

. Income from Cpntinuing"()perations. Income from continuing operations was $60.9 million’and' $44.8
million for 2006 and 2005, respectively, up 36.0%. Diluted income from continuing operations per share
was $2 00 for 2006, as compared to $1.48 for 2005, reflecting a 35.1% increase. -

Year Ended 2005 Compared to Year Ended 2004 .

Consolldated Net Revenue, Consolidated net revenue mcreased $94.9 million, or 30.1%, to $410. 5 mlllion
. durlng 2005 from $315.6 million during 2004. The foltowing table sets forth 2005 and 2004 net revenue by
operating segment ($ in thousands):
H

. 2005 " 2004 : Increaée
Pawn lending 0perations ..., $ 298,880 $239,872 $ 59,008. 24.6%
Cash advance operations ...........ccceeeecrmnereeieceenees 107,848 72,154 35,694 49.5I
Check cashing operations...........ccco.loeveevvecenevinevennes 3.819 3,586 233 6.5
Consolidated Net reVenue ........coevvveerrvvereceeeenicenn. $410,547 $315612 $ 94935 - _30.1%
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Higher revenue from the cash advance product, higher finance and service charges from pawn loans
and higher profit from the disposition of merchandise primarily accounted for the increase in net revenue.
The increase in net revenue from pawn lending operations of 24.6% was partially due to the consolidation of
the operating results of SuperPawn for the full year in 2005, Excluding the impact of SuperPawn,
consolidated net revenue for 2005 was up $49.0 million, or 15.7%, compared to 2004. The growth in net
revenue from cash advance operations was enhanced by the growth and development of newly opened cash
advance locations and the related increase in cash advance balances within those locations.

The components of net revenue are finance and service charges from pawn loans, which increased
$29.3 million; profit from the disposition of merchandise, which increased $21.3 million; cash advance fees
generated both from pawn locations and cash advance locations, which increased $42.8 million; and check
cashing fees, royalties and other income generated both from cash advance locations and check cashing
locations, which increased $1.5 million.

Finance and Service Charges. Finance and service charges increased $29.3 million, or 26.5%, from $110.5
million in 2004 to $139.8 million in 2005. The increase was primarily due to higher loan balances
attributable to the addition of SuperPawn in December 2004. An increase in the average balance of pawn
loans outstanding contributed $36.4 million of the increase that was offset by a $7.1 million decrease
resulting from the lower annualized yield of the pawn loan portfolio which is a function of the blend in
permitted rates for fees and service charges on pawn loans in ail operating locations of the Company. The
inclusion of the geographic areas of operation of SuperPawn for all of 2005 resulted in a blended yield on
pawn loans lower than the prior year. Finance and service charges from same stores increased $1.5 miilion
in 2005 compared to 2004,

The average balances of pawn loans outstanding were 32.9% higher in 2005 than in 2004. The
increase in the average balance of pawn loans outstanding was driven by a 27.3% increase in the average
number of pawn loans outstanding during 2005 coupled with a 4.4% increase in the average amount per
loan. Pawn loan balances at December 31, 2005 were $5.9 million, or 5.4%, higher than at December 31,
2004. Annualized loan yield was 124.8% in 2005, compared to 131.1% in 2004 mostly due to the
.acquisition of SuperPawn locations which operate in markets with lower statutory rates than the Company’s
other locations. Excluding SuperPawn, annualized loan vield would have been up slightly to 131.9%. Same
store pawn loan balances at December 31, 2005 were $1.9 million, or 2.3%, higher than at December 31,
2004,

Profit from the Disposition of Merchandise. The following table summarizes the proceeds from the
disposition of merchandise and the related profit for 2005 as compared to 2004 ($ in thousands):

Year Ended December 31,

_2005 2004
Merchan- Refined - Merchan-  Refined
dise Gold Total dise Gold Total
Proceeds from disposition $244,659 $56,843 $301,502 3208571 $41,720 . $250,291
Profit on disposition.......... $102,289 S$15414 $117,703 § 83,396 $13,029 § 96,425
Profit margin .......c.covveenne 41.8% 27.1% 39.0% 40.0% 31.2% 38.5%
Percentage of total profit.. 86.9% 13.1% 100.0% 86.5% 13.5% 100.0%

While the total proceeds from disposition of merchandise and refined gold increased $51.2 million,
or 20.5%, the total profit from the disposition of merchandise and refined gold increased $21.3 million, or
22.1%, primarily due to higher profit margins on the disposition of merchandise. Excluding the effect of the
disposition of refined gold, the profit margin on the disposition of merchandise (including jewelry sales)
increased to 41.8%-in 2005 from 40.0% in 2004 due predominately to a heavier mix of jewelry sales
resulting from the addition of SuperPawn. The profit margin on the disposition of refined gold decreased to
27.1% in 2005 compared to 31.2% in 2004 due primarily to a higher average cost that more than offset a
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higher gold price received on dispositions. Proceeds from disposition of merchandise, excluding refined
gold, increased $36.1 million, or 17.3%, in 2005 due primarily to the December 2004 acquisition of
“SuperPawn and higher levels of merchandise available for disposition. Proceeds from disposition of refined
gold increased $15.1 million, or 36.2%, due primarily to higher market prices for gold and an increase in the
volume of refined gold sold. The consolidated merchandise turnover rate decreased to 2.7 times during
2005 from 3.0 times during 2004 primarily as a result of a heavier mix of jewelry items in inventory which
historically have a slower turnover rate than other merchandise.

The table below summarizes the age of merchandise held for disposition before valuation allowance
of $1.8 miilion and $1.4 million, respectively, at December 31, 2005 and 2004 ($ in thousands).

2005 2004

‘ Amount % Amount %
Merchandise held for 1 year or less - -
JEWEITY oottt $ 42,139 56.6% $ 38,268 55.9%
Other merchandise..........ocvvvvieieciie e 24,787 33.3 22.828 33.3

66,926 89.9 61.096 89.2

Merchandise held for more than 1 year —

JEWelrY oo e er e : 4,684 6.3 4924 72
Other merchandise.........cccocoeveenneninvnrereiencnennns 2,873 3.8 2,475 3.6
. ‘ : 7.557 10.1 7.399 10.8

Total merchandise held for disposition.............. § 74483 _100.0% $ 68495 - 100.0%

Cash Advance Fees. Cash advance fees increased $42.8 million, or 43.2%, to $142.0 million in 2005 as
compared to $99.2 niillion in 2004. The increase was primarily due to the growth and development of new
cash advance units and higher average cash advance balances outstanding during 2005. The acquisition of
33 cash advance units since late third quarter of 2004 also contributed to the increase in cash advance fees.
As of December 31, 2005, a cash advance product was available in 727 lending locations, which included
441 pawnshops and 286 cash advance locations. These lending locations included 375 units that arrange for
customers to obtain cash advance products from the independent third-party lenders for a fee. Cash advance
fees from same stores increased $29.2 million, or 29.9%, to $126.9 million in 2005 compared to $97.7
million in 2004. Cash advance fees include revenue from the cash advance portfolio owned by the
Company and fees paid to the Company for credit services rendered to customers in connection with
arranging for customers to obtain cash advances from independent third-party lenders. See further
discussion in Note 4 of Notes to Consolidated Financial Statements.

The following table sets forth cash advance fees by operating segment for the years ended
December 31, 2005 and 2004 ($ in thousands):

2005 2004 Increase

Cash ad_vance OPEIALIONS .eovvvicee vt e e e s $ 100,663 $ 66,250 $ 34,413 51.9%
Pawn lending operations...............cooceeeonricnncncne 41,405 32,952 _ 8453 _25.7
Total ..o  3142,068 5 99,202 § 42,866 _43.2%

While cash advance fees in the cash advance operating segment increased 51.9% and 25.7% in the
pawn segment, mostly due to the addition of new locations and higher average balances outstanding,
increases in expenses, including the cash advance loss provision, impacted both segments in 2005, The
_ increased expenses offset a portion of the revenue growth,

The amount of cash advances written increased $282.6 million, or 43.6% to $930.3 million in 2005
from $647.7 million in 2004. Included in the amount of cash advances written in 2005 and 2004 were
$356.4 million and $238.9 mitlion, respectively, extended to customers by all independent third-party
lenders. The average amount per cash advance increased to $359 from $336 mostly due to changes in
permitted loan amounts and adjustments to underwriting. The outstanding combined portfolio balance of
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cash advances increased $12.6 million, or 24.4%, to $64.3 million at December 31, 2005 from $51.7 million
| at December 31, 2004, Included in those amounts were $47.0 million and $40.8 million for 2005 and 2004,
' respectively, which are included in the Company’s consolidated balance sheets. An allowance for losses of
.$6.3 million and $4.4 million was provided in the consolidated financial statements for December 31, 2005
and 2004, respectively, which was netted against the outstandmg cash advance amounts on the Company’s
consolidated balance sheets.

Cash advance fees related to cash advances originated by all third-party lenders (bank and non-
bank) were $52.6 million in 2005 on $356.4 million in cash advances originated by third-party lenders,
representing 34.9% of combined cash advance revenue. The cash advance loss provision expense
associated with these’ cash advances was $17.3 million, direct operating expenses, excluding allocated
administrative expenses, were $20,6 million, and depreciation and amortization expense was $2.1 million in
2005. Therefore, management estimates that the approximate contribution before interest and taxes on cash
advances originated by all third-party lenders in 2005 was $12.6 million. This estimate does not include
shared operating costs in pawn locations where the product is offered.

originated by third-party banks in California, representing 35 lending locations at December 31, 2005, and
began offering Company-originated cash advances under applicable state law. As an additional. service
alternative to its customers, during the fourth quarter -of 2005 the Company introduced third-party
commercial bank originated multi-payment installment cash advances in California and Georgia. As of
December 31, 2005, the outstanding principal balance of these bank originated multi-payment installment
cash advances was $2.2 million in California and $39,000 in Georgia. The Company discontinued offering

- bank products in Georgia and California during the second and third quarters of 2006, respectively, due
principally to its third-party commercial banks’ reaction to concerns that the- FDIC raised to FDIC-
supervised banks in late February 2006 concerning the FDIC’s perception of risks associated with FDIC
supervised banks® origination of certain cash advance products with the assistance of third-party marketers
and servicers. :

During the third quarter, the Company discontinued offering single payment cash advances

The 35 California locations generated $2.4 million in cash advances written and $487.000 (before
loss provision) in revenue related to the multi-payment bank-originated cash advances for the fourth quarter
ended December 31, 2005. These locations also generated $13.9 million in cash advances written and $1.5

-million in revenue related to the Company-originated cash advances during the fourth quarter.

In North Carolina, represented by 10 pawn lending locations at December. 31, 2005, the Company
discontinued offering cash advances on behalf of third-party banks in January 2006, but continued to offer
its core pawn services from all of these North Carolina lending locations. In Georgia, represented by 17
pawn lending locations at December 31, 2005, the Company did not offer an alternative cash advance
product upon the discontinuance of the third-party bank cash advance program, however, the Company
continued to offer its core pawn services from all of these Georgia lending locations. The Georgia and
North Carolina markets represented $24.9 million in total revenue for the fiscal year ending December 31,
2005, of which only $1.7 million was attributable to cash advance revenue generated on $16.2 million of
cash advances originated by third-party banks during such fiscal year. Pawn related revenue in these
markets could increase as customers seek alternative sources of needed credit due to the elimination of cash

. advance activities.

Check Cashing Fees, Royalties and Other. These fées increased $1.5 million to $11.0 million in 20053, or
16.0%, from $9.5 million in 2004 due to the growth in cash advance units at the Company’s Cashland
locations. Check cashing revenues for the cash advance segment and check cashing segment were $7.2
million and $3.8 million in 2005, and were §5.9 million and $3.6 million in 2004, respectively.

Operations Expenses. Consolidated operations expenses, as a percentage of total revenue, were 37.1% in
2005 compared to 36.9% in 2004, These expenses increased $47.1 million, or 27.2%, in 2005 compared to
2004. Pawn lending operating expenses increased $32.4 million, or 24.0%, primarily due to the addition of
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SuperPawn stores in December 2004. Cash advance operating expenses increased $14.7 million, or 39.8%,
primarily as a result of the net establishment and acquisition of 33 locations which resulted in higher staffing
levels. In addition, increased advertising expendituresfor the cash advance products-both at the pawnshops
and the cash advance locations and growth in expenses in the Company 5 collecuon centers also contributed
to the expense increase.

The combination of personnel and occupancy expenses represents 84. 4% of total. operatlons-
expenses in 2005 and 84. 2% in 2004. The comparison is as follows ($ in thousands):

% of - Yoof -
2005 Revenue 2004 Revenue

Personnel ... oo e, S $125,661 - 211% $.99267 © 21.1%
OCCUPANCY .20l e oo . 60,376 102 46,691 9.9
Other............... e s 34320 . - 5.8 27319 - 5.9

Totahee v, e ety M —371% $173277 __369%

Ofthe $26 4 mrlllon or 26. 6% increase in personnel expense from 2004 to 2005 '$13.8 mlllron was
attributable to the acquisition of SuperPawn in December 2004. The balance of the increase is mainly due
to unit additions during the year, an increase in staffing levels mainly in the collection centérs and normal
recurring salary adjustments, Of the $13.7 million; or 29,3%, increase in occupancy expenses from 2004 to
2005, $6.9 million is due to the acqursmon of SuperPawn. The balance of the increase is primarily due 1o
. unit additions." The increase in expenses in the collection centers accounted for $1.4 miltion, $183,000 and
’ $811 ,000 of the i increase in personnel occupancy and other operatmg expenses respectively.

'Administration Expenses. Consolidated administration expenses, as a percentage of total re\'fenue were
7.3% in 2005 compared to 8.5% in 2004 The components of administration expenses are as follows (S in

thousands):

% of o Y of

2005 _ Revenue 2004 Revenue,
PErSONNET oo $ 29,708  5.0% $ 27,78 5.9%
OUNET .o 13,519 2.3 12,402 26
L S - $.43227 . 7.3% $.40183 8.5% .

The increase in_administration expenses was principally attributable to increased staffing levels,
annual salary adjustments and net unit additions. The increase was partially offset by a decrease of §1.7
million in employee incentive accruals, which are based on the Company’s performance relative to its
business plan, and a gain of $408,000 from the settlement of an insurance claim filed in 2004, '

'Cash Advance Loss Provrsnon The cash advance loss provision mcreased $19.3 mrllton to $42.8 mrlllon

in 2005, compared to $23.5 million in 2004, Of the total increase, $10.2 million was attributable 'to the *

mcreased volume of cash advances written and $9.1 million was attributable to the increase in loss rate. In
addition, the Company transitioned certain customers out of one product into another product inisome
markets during the last six months of 2005. The ‘Company also adjusted the terms of its underwriting:
related to these loans at the end-of 2004 to broaden the number of customers who would qualify for a cash
advance. Management bélieved this change led to higher loss rates in 2005, The loss provision as a
percentage of cash advances written increased to 4.6% in 2005 from 3.6% in 2004 while actual net charge-
offs (charge-offs less recoveries) were 4.3% in 2005 compared to 3.4% in 2004. ‘The loss prowsmn as a
percentage of cash advance fees increased to 30.2% in 2003 from 23.7% in 2004.

Depreciation and Amortlzatron Deprecratlon and amortization expense as a percentage of total revenue
was 3.9% in 2005 compared to 3.7% in 2004. Total depreciation and amortization expenses 1ncreased $6.2
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mllllon or 36.1%, primarily due to the increase in operating locations and the amortization of certaln
intangible assets acquired in the SuperPawn and other acquisitions. -

Interest Expense. Interest expense as a percentage of total revenue increased to 1.8% in 2005 from 1.7% in
2004. Interest expense increased $2.5 million, or 30.2%, to $10.6 million in 2005 as compared to $8.1
million in 2004. The increase was due to an increase in average debt levels during the vear partially due to
the acquisition of SuperPawn in December 2004 and also because the Company repaid all debt balances in
2004 under its line of credit following the sale of its European businesses and did not re-borrow until the
purchase of SuperPawn. The average amount of debt outstanding increased during 2005 to $168.3 million
from $130.0 million during 2004. The effective blended borrowing cost was 6.3% in both 2005 and 2004.

In December 2005, the Company issued $40.0 million of 6.12% senior unsecured notes, due in
December 2015. The notes are payable in six equal annual payments beginning December 2010. Net
proceeds received under this agreement were used to reduce the amount outstanding under the $250.0
million bank line of credit. ' '

Interest Income. Interest income increased $972,000 from $642.000 in 2004 to $1.6 million in 2005.
Interest income totaling $1.5 million and $473,000 for 2005 and 2004, respectively, was recorded on the
subordinated notes received in the sale of the Company’s foreign pawn lending operations.

Foreign Currency Transaction Gain (Loss). Exchange rate changes between the United States dollar and
the Swedish kronor resulted in a net loss of $834,000 in 2005 and a gain of $1.1" million in 2004. The 2005
net loss includes offsetting gains of $731,000 resulting from the foreign currency forward contracts totaling
62 million Swedish kronor (approximately $8.0 million at maturity) that were established by the Company
in 2005 to minimize the financial impact of currency market ﬂuctuatlons

Income Taxes. The Company s effective tax rate for continuing operations for 2005 was 36.8% as
compared to 36.5% for 2004.

Income from Continuing Opera-tions. Income from continuing operations was $44.8 million and $35.0
million for 2005 and 2004, respectively, up 28.2%. Diluted income from continuing operations per share

was $1.48 for 2005, as compared to $1.18 for 2004, reflecting a 25.4% increase.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s. cash flows and other key mdlcators of liquidity ‘aré summarlzed as follows (§ in
thousands): .

Year Ended December 31,

2006 2005 _2004

Operating activities cash flows............ocoveieiernnn JEUTSS $ 161,812 $123320 $ 76952
Investing activities cash flows: | -

PaWn OGNS ..c.ooveiieierce ettt e (26,359) (19,697 (10,274)

Cash AdVANCES ......oociicie ettt e (77,349) (45,828) (28.4606)

ACQUISIHIONS ... veceiiicrcetrr et (64,927) (19,937)  (122,413)

Property and equipment additions..............ccocoeireercinineenennnn. (46,355) . (27,255) (28,491)

Proceeds from insurance claims ..........ccovevveiecivecvecceeseeeeeen 1,934 530 —_

Proceeds from termination of contract and disposition of assets 2,198 486 —_
Financing activities cash flows.. ... e 55,917 (7,870) 10,928
Working capital, excluding discontinued operations ....................... $ 259,813  $232,556  $209,463
CULTENE TALIO -..eeeeieeiet ettt e et e ee e s e e s e rme e e e s enenntenrenas 3.2x 4.8x 4.6x
Merchandise tUIMOVEF ..ot _ 2.7x 2.7x 3.0x




' Cash- flows from operating activities.. = Net cash provided by operatmg activities - from contmumg
operations was $161:8 million for 2006, an increase.of 31.2% compared to the prior year. Net cash
rgenerated (used) by the Company s'pawn lending operations, cash.advance operations and check cashmg
operations were $89.1 million;. $72.8 million and $(68,000), respectively. The improvement in cash flows
from operating activities in 2006.as compared to 2005 was primarily due to the’improvement in. results of
pawn lending operations,-the -addition of CashNetUSA and the growth and development of cash advance
' locatlons opened in recent periods. ’ B AT S : l C
. e e . ot Lo . .F
H1stor1eally, the Company S ﬂnance and *service charge revenue is highest’ in the fourth fiscal
quarter (October through December) due to higher average loan balances. Proceeds from the d1sposrtlon of
merchandise are generally highest in the Company’s fourth and first fiscal quarters (October through March)'
due to the holiday season and the impact of tax refunds.  The net effect of these factors is that income from
_ continuing:operations typically is highest in the fourth and first fiscal quarters and likewise the Company ]
“cash flow is generally greatest 1n these two ﬁscal quarters.
Cash flows from mvestmg activities. Higher lending activities led to increases in the Company’s
investment in pawn loans and cash advances during 2006 that used cash of $26.4 million and $77.3 million,
respectively. In‘addition, the acquisition of CashNetUSA and the assets of 19 pawnshops- consumed $64.9
million of cash. The Company also invested $46.4 million in property and equipment in 2006 for the
establishment of 2 ‘new pawnshop locations, 12 new cash advance locations, the remodeling of selected
operating units and ongoing enhancements to- the information technology - infrastructure, mcludl'ng the
current period-investment in the multi-year project to upgrade the Company’s point-of-sale system, and
other property-additions. In addition, the Company received proceeds of $2.2 million from the termination
of a lease contract and $1.9 m|ll1on from a partial insurance settlement in 2006 related to humcanes m 2005

On September 15, 2006, the Company, through its wholly-owned subsidiary Cash Amerllca Net
Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC (“TCG”). TCG offered
“short-term cash advances exclusively over the internet under the name “CashNetUSA”. The Company paid
an initial purchase price of approximately $35.9 million in cash and transaction costs of approxnmately §2.9
million, and has continued to use the CashNetUSA trade name in connection with its online operatlons The
Company’s consolidated ﬁnancnal statements include the operating results of CashNetUSA from the date of
acquisition. . b

The Company has also agreed to pay up to five supplemental earn-out payments durlng the two year
period after the closing. The amount of each supplemental payment is to be based on a multiple of earnings
attributable to CashNetUSA’s business for the twelve months preceding the date of determining each’
scheduled supplemental payment. Each supplemental payment will be reduced by amounts previously paid.
The supplemental payments are to be paid‘in cash within 45 days of the payment measurement date; the
Company may, at its option pay up-to 25% of each supplemental payment in shares. of"its. common stock
- based on an average share price as of the'measurement date. Substantially all of these supplemental payments
will be accounted for as goodwill. The terms and method of calculating these supplemental - payments are

described more fully in the asset purchase agreement. The first supplemental payment of approximately $33.8 . -

--million, which, was paid in February 2007 in cash, was based on"the. trailing twelve -months eammgs -of
CashNetUSA. through the first measurement date of December 31, 2006 and reflects adjustments for amounts
previously paid. There are tworadditional measurement dates in 2007; March 31 and-September 30. 'To the
~-extent that the defined multiple of consolidated eamtngs attributable to CashNetUSA’s business exceeds the
total amounts paid through those dates, as defined in the asset purchase agreement, the Company w1ll make
additional payments to the sellers.. At this time management cannot accurately estimate the magnltude of .
. such payments due to the uncertainties of growth rates in this business. In the event of high growth and
) proﬁtablhty of the CashNetUSA online business, these payments would be large ‘4
) Management antrcrpates that cap1tal expend1tures for 2007 will be approx1mately $45 to $55
mlllton primarily to establish or acqulre approxrmately 20 to 30 new lendmg locations, to remodel and

relocate selected operatmg un1ts and’ for enhancements to commumcatlons and informiation systems
e o - . o . beeoo.
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including the. current period. mvestment in the multi-year project to upgrade the-Company’s point-of-sale

- system. The additional capital requred to pursue.acquisition oppertunities is not included in the estimate of

capital expenditures because of the uncertamties surrounding any potent:al transaction of this nature at this
time. - . . .- ‘ C . . ’ :

Cash flows from f nancmg actmtles During 2006 the Company borrowed a net of $10.5 million under

its revolving bank line of credit, including $38.8 million for the initial payment related to the acquisition of
CashNetUSA, and 19 pawnshops during the year. The Company reduced its long term debt by $16 8
million through scheduled principal payments on senior unsecured notes.

On December 19, 2006, the Company issued $60.0 million of senior unsecured long-term notes.
The notes were comprised of $35.0 million 6.09% senior notes due 2016 payable in five annual payments of
$7.0 million beginning December 19, 2012; and $25.0 million 6.21% senior notes due 2021 payable in
eleven annual payments of $2.3 million beginning December 19, 2011. Net proceeds received from the
issuance of the notes were used to reduce the amount outstanding under the bank line of credit and for
general corporate purposes. :

Additional uses of cash included $261,000 of debt issuance costs, $3.0 million for dividends paid
and $9.6 million for the purchase of treasury shares (including $50,000 net purchases on behalf of
participants relating to the Non-Qualified Savings Plan and $188,000 of shares purchased as partial payment
of taxes for shares issued under stock-based compensation plans). On April' 20, 2005, the Board of
Directors authorized the Company’s repurchase of up to a-total of 1,500,000 shares of its common stock (the
#2005 authorization™). During 2006, the Company purchased 256,500 shares for an aggregate amount of
$9.4 million under the 2005 authorization, Management expects to continue to purchase shares of the
Company from time to time in the open market, and funding is expected to come from operating cash flow.

During 2006, the Company officers, employees and former directors exercised stock options for an
aggregate 662,828 shares. These option exercises generated proceeds of $7.2 million of additional equity.
From November 2005 through June 2006, the Company’s Chief Executive Officer exercised stock options
and sold Company shares pursuant to a pre-arranged, systematic trading plan to sell company shares
pursuant to guidelines specified by Rule 10b5-1 under the Securities and Exchange Act of 1934 and in
accordance with the Company’s policies with respect to insider sales. The Chief Executive Officer used the
proceeds from the sales of shares under his 10b5-1 plan to fully repay his pre-2003 secured loan under the
Company’s now discontinued officer stock loan program and accrued interest thereon totaling $2.1 million.
The Company’s Chief Financial Officer and another exccutive officer also paid a total of $985,000
(including accrued interest) to fully repay similar officer stock loans in 2006.

The line of credit agreement and the senior unsecured notes require the Company to maintain
certain financial ratios. The Company is in compliance with all covenants and other requirements set forth
in its debt agreements. A significant decline in demand for the Company’s products and services may cause
the Company to reduce its planned level of capital expenditures and lower its working capital needs in order

. to maintain compliance with the financial ratios in those -agreements. An uncured violation of the credit

agreements could result in an acceleration of the Company’s debt and increase the Company’s borrowing
costs and could even adversely, affect the Company’s ability to renew existing credit facilities, or obtain

. access to new credit facilities in the-future. The Company does not anticipate a significant decline in

demand for its services and. has historically been successful in mamtammg comphance with and renewing

its debt agreements.
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The following table summarizes the Company’s contractual obligations of its continuing operations'
at December 31, 2006, and the effect such obligations are expected to have on its. llqu1d1ty and cash ﬂow in

- future perlods (m thousands) . - R . o 7 PRI
B . B : .. . “ v,

. 2007 2008 2009 . 2010 . _ 2011 Thereafter _Tatal-
‘Bank line of credit ......... 8 — 8 — .5 —. § 81,677 % — ¥ — % 81,677
Other long-term deb...... .. 16,786 12,78 . 8,500 . 6667 - 8,940 84393 138,072
Interest on other long- ; _‘ - ) N .

term debt V... .. © 8750 7,508 6,744 6,132 . 5,724 18,237 53,095
Non-cancelable leases.... _ 34,473 28,397 21905 " 12.910. 8498 __ 18,168 124.351
Total...oooverniieee '$ 60,009 $_4§ 091 % 37, 149 $ 107,386 $ 23,162 §120,798 . $.397.195

(N Excludes interest obligauons under the line of credit agreement. See Note § of Notes to Consolidated Financial Statements.

Management believes that borrowings avallable ($165.5 million at December 31, 2006) under the
bank line of credit, cash generated from operations and current working capital of $260.7 mlllton should be
sufficient to meet the Company’s anticipated future capital requirements. : '

i

Off-Balance Sheet Arrangements with Third Party Lenders

The Company arranges for consumers to obtain cash advance products from multiple independent
third party lenders through the CSO program. As of December 31, 2006, the CSO program was available to
consumers in 314 of the Company’s lending locations located in the states of Michigan, Florida and Texas
and online to borrowers in Florida and Texas. When a consumer executes a credit services agreement with
the Company, the Company agrees, for a fee payable to the Company by the consumer, to prowde a variety
of credit services to the consumer, one of which is to guarantee the consumer’s obligation to- repay. the loan
received by the consumer from the third party lender if the consumer fails to do so. The Company
discontinued the CSO program in Michigan in February.2007, and now offers only cash advances
underwritten by the Company to customers in that state, !

For cash advance products originated by third party lenders, each lender is resp0n51ble for
evaluating each of its customers’ applications, determining whether to approve a cash advance based on an

- application and determining the amount of the cash advance. The Company is not involved in the lenders’
- cash advance approval processes or in determining the lenders’ approval procedures or criteria, At

December 31, 2006, the outstanding amount of active cash advanees ongmated by thtrd party lenders was
$24.7 million.

'Sinee the Company may not be successful in collection of these delinquent .accounts, the
Company’s cash advance loss provision includes amounts estimated to be adequate to absorb credit losses
from cash advances in the aggregate cash advance portfolio, including those expected to be assigned to the
Company or acquired by the Company as a result of its guaranty obligations. Accrued losses of §1.2 million
on portfolios owned by the third-party lenders are included in “Accounts payable and accrued expenses” in

-the consolidated balance-sheets. The Company believes that this amount is adequate to absorb credit losses
from cash advances expected to beassigned to the Company or acquu‘ed by the Company as a result of its

guaranty 0bl1gat10ns

CAUTIONARY STATEMENT REGARDING RISKS AND UNCERTAINTIES THAT MAY -

~AFFECT'FUTURE RESULTS T . ) . ' . |

* This Annual Report-on Form 10-K, including Management s Discussion and Analy51s of F1nanc1al
Condition and Results of Operations, contains statements that are forward-looking, as thatterm is defined by
the Private Securities Litigation Reform Act of' 1995 or by the Securities and Exchange Commlssmn in-its

- rules: The Company intends that all forward-looking statements be subject to the safe harbors created by

these laws and rules. The actiial results of the Company could differ materially from those indicated by the
forward-looking statements because of various risks and uncertainties mc]udmg, without limitation; changes
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in demands for the Company’s services, the actions of third parties who offer prodﬁ'éls and services at the
Company’s locations, fluctuations in the price of gold, changes in competition, the ability of the Company
‘to open new operating units in accordance with its plans, economic conditions, real estate market
fluctuations, interest rate fluctuations, changes in the capital markets, changes in tax and-other laws and
governmental rules and regulations applicable to the Company’s business, the effect of such changes on the
Company’s business or the markets in which it operates, or the ability to successfully integrate newly
acquired business into the Company’s operations. When used in this Annual Report on Form 10-K, the
words “believes,” “estimates,” “plans,” “expects,” “anticipates,” and similar expressions as they relate to the
Company or its management ar¢ intended to identify forward-looking statements. All forward-looking
statements are based on current expectations regarding important risk factors. These risks and uncertainties
are beyond the ability of the Company to control, and, in many cases, the Company cannot predict all of the
risks and uncertainties that could cause its actual results to differ materially from those expressed in the
forward-looking statements. Such statements should not be regarded as a representation by the Comipany or
any other person that the results expressed in the statements will be achieved.

R 1Y

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risks relating to the Company’s operations result primarily from changes in interest rates
and gold prices. The Company does not engage in speculative or leveraged transactions, nor does it hold or
issue financial instruments for trading purposes. :

Interest Rate Risk. Management’s objective is to minimize the cost of borrowing through an appropriate
mix of fixed and floating rate debt. Derivative financial instruments, such as interest rate cap agreements,
may be used for the purpose of managing fluctuating interest rate exposures that exist from ongoing
business operations. In 2005, the Company entered into an interest rate cap agreement with a notional
amount of $15.0 million of the Company’s outstanding floating rate line of credit for a term of 24 months at
a fixed LIBOR rate of 4.5%. This interest rate cap agreement was perfectly effective at December 31, 2006.
The Company had net variable rate borrowings outstanding of $81.7 million and $71.1 million at December
31, 2006 and 2005, respectively. Interest rates on $15.0 million of the net variable rate borrowings at
December 31, 2006 and 2005, respectively, were capped at 4.5%. If prevailing interest rates were to
increase 100 basis points over the rates at December 31, 2006 and 2005, respectively, and the variable rate
borrowings outstanding remained constant, the Company’s interest expense would increase by $667,000 and
$561,000, and net income after taxes would decrease by $433,000 and $365,000 in 2006 and 2005,
respectively. If prevailing interest rates were to decrease 100 basis points from the rates at December 31,
2006 and 2005, respectively, the combined fair values of the Company’s outstanding fixed rate debt ($137.2
million and $96.0 million, respectively) would increase by $6.9 million and $3.5 million as of December 31,
2006 and 2005, respectwely : :

Gold Price Risk. The Company periodically uses forward sale contracts with a major gold bullion bank to
sell a portion of the expected amount of refined gold produced in the normal course of business from its
liquidation of forfeited gold merchandise. A significant decrease in the-price of gold would result in a
reduction of proceeds from the disposition of refined gold to the extent that amounts sold were in excess.of
the amount of contracted forward sales. In addition, a significant.and sustained decline in the price of gold
would negatively impact the value of some of.the goods pledged as collateral by customers and identified
for liquidation as refined gold. In this instance, management believes some customers would be willing to
add additional items of value to their pledge in order to obtain the desired loan amount. However, those
customers unable or unwilling to provide additional collateral would receive lower loan amounts, possibly
resulting in a lower balance of pawn loans outstanding for the Company

Foreign Exchange Risk. The notes receivable recewed in the sale of the Company’s foreign operations are
-subject to the risk of unexpected change in Swedish kronor exchange rates. As a result of fluctuations in
Swedish kronor, the Company recorded foreign currency transaction gains of $296,000 (including a loss of
$1.1 million on the foreign currency forward contracts) and loss of $834,000 (net of a gain of $731,000 on
the foreign currency. forward contracts) in 2006 and 2005, respectively. . As a result of the establishment of
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the 68 million Swedish kronor.cuirency forward ¢ontracts. since mid-year 2005 to minimize the effect of
‘market fluctuations, substantially all of the impact-of a potential decline in the exchange rate of the Swedish
_kronor would be offset by the gains realized on-those forward contracts.: A hypothetical 10% decline i in the
exchange rate of the Swedish kronor at December 31 2006 would have decreased net income by $106, 000
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REPORT OF lNDEPENDE\IT REGISTERED PUBLIC ACCOUNTING FIRM !

To the Board of Dlrectors and Stockholders of
Cash America International, Inc.:

We have completed integrated audits of Cash America International, Inc.’s consolidated financial statements
and of its intermal control over financial reporting as of December 31, 2006, in accordance with the
standards of the Public Company Accounting Oversight Board (United States) Our opinions, based on our
audits, are presented below.

Consolidated financial statements

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, stockholders’ equity, comprehensive incofne and cash flows present fairly, in all material respects,
the financial position of Cash America International, Inc. and its subsidiaries at December 31, 2006 and
December 31, 2005, and the results of their operations and their cash flows for each of the three years in the
period ended December 31, 2006 in conformity with accounting principles generally accepted in the United
States of America. These financial statements are the responsibility of the Company’s management; Our
responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits of these statements in accordance with the standards of the Public Company Accounting Overs:ght
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit of financial
statements includes examining, on a test basis, evidence supporting.the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits prov:de
a reasonable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in the accompanying Report of Management on
Internal Control Over Financial Reporting, that the Company maintained effective internal control over
financial reporting as of December 31, 2006 based on criteria established in Internal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSQ), is
fairly stated, in all material respects, based on those criteria. Furthermore, in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31,
2006, based on the criteria established in /nternal Control — Integrated Framework issued by the COSO.
The Company’s management is responsible for maintaining effective internal controi over ﬁnanmal
reporting and for its assessment of the effectiveness of internal control over financial reporting. Our
responsibility is to express opinions on management’s assessment and on the effectiveness of the
Company’s internal control over financial reporting based on our audit. We conducted our audit of internal -
-control over financial reporting in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. An audit of internal control over financial reporting includes obtaining an understandmg
of internal control over financial reporting, evaluating management’s assessment, lesting and evaluating the
design and operating effectiveness of internal control; and performing such other procedures as we consider
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinions.

l-- )
A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regardmg the reliability of financial reporting and the preparation of.financial statements for extem\al
purposes in accordance with- -generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, .
'in reasonable detail, accurately and fairly reflect the transactions and dispositions of the asscts of the ‘
company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation
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of financial statements in accordance with generally accepted accounting principles, and that receipts and

expenditures of the company are being made only in accordance with authorizations of management and -

directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the
financial statements. :

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

As described in the Report of Management on Internal Control over Financial Reporting, management has
excluded Cash America Net Holdings, LLC ("CashNetUSA™) from its assessment of internal control over
financial reporting as of December 31, 2006, because its assets were acquired by the Company in a purchase
business combination during the third quarter of 2006. We have also excluded CashNetUSA from our audit
of internal control over financial reporting. CashNetUSA is a wholly-owned subsidiary whose total assets
and total revenues represent less than 6% and 5%, respectively, of the related consolidated financial
statement amounts as of and for the year ended December 31, 2006.

/{DWMGM ptre LLP

Fort Worth, Texas
February 26, 2007
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REPORT OF MANAGEMENT ON lNTERNAL CONTR()L OVER‘FINANCIAL REPORTiNG _

e _‘- + R

Management is responsrble for estabhshmg and maintaining adequate internal control over financial
reporting and for the assessment of the effectiveness of the Company’s internal control over fi nancial
reporting. The -Company’s internal control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. The
Company’s internal control over financial reporting includes those policies and procedures that (i) pertaln to
the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the Company; (ii) provide reasonable assurance that transactions are recorded as
necessary to permlt preparation of financial statements in accordance with generally acceptéd accounting
principles, and that receipts and expenditures of the Company are being made only in accordance with
authorizations of management and directors of the Company; and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s
assets that could have a material effect on the financial statements.

Management assessed the effectiveness of the Company’s internal control over financial reporting
as of December 31, 2006. In making its assessment of the effectiveness of the Company’s internal control
over ﬁnanc1al reporting, management of the Company has utilized the criteria established in Internal Control
— Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSQ).

Based on management’s assessment, we concluded that, as of December 31, 2006, the Corjhpany’s
internal control over financial reporting is effective based on those criteria. Management has excluded Cash
America Net Holdings, LLC ("CashNetUSA") from its assessment of internal control over financial .
reporting as of December 31, 2006, because its assets were acquired by the Company in a purchase business
combination during the third quarter of 2006. CashNetUSA'’s total assets and total revenue were less than
6% and 5%, respectively, of the related consolidated financial statement amounts as of and for the year
ended December-31, 2006.

Management’s assessment of the effectiveness of the Company’s internal control over financial

reportlng as of December 31, 2006 has been audited by PricewaterhouseCoopers LLP, an independent
registered public accounting firm, as stated in their report which appears in this Form 10-K.

/s DANIEL R. FEEHAN h “ s/ THOMAS A. BESSANT, JR. =~

Daniel R. Feehan _ B Thomas A. Bessant, Jr.

President and Chief Executive Officer _ . Executi#e Vice President and
: : ' -Chief Financial Officer

February 26, 2007 C . > February 26, 2007




CASH AMERICA INTERNATIONAL, INC: AND SUBSIDIARIES- - * -
CONSOLIDATED BALANCE SHEETS ’

fin thousands, except share data)

December 31,
2006 2005

Assets
Current assets: ‘
Cash and cash equivalents................... et et e ettt et et e st e ebesetrr e reres § 25723 § 18,852
PAWI JOAMS oo eeii ettt s a e s e e ase e st e e eana e s e sabe s bassbae s imna erne e 127,384 115,280
~ Cash adVances, NEt ... s . 79,975 40,704
Merchandise held for disposition, net.........ccoco..... T 87,060 72,683
Finance and service charges receivable............. S S © 25377 22,048
Other receivables and prepaid eXPenses . ... rreeireie i eenens 16,128 13,406
DI EITE LK ASSETS ... i iirire ettt e e e e e e e rte s s e st e s e seteeeensete e e e st areree e sasiataees 16.324 11,274
Total CUMTENt ASSELS ......o.eoeeeceeeereerieennn e [ 377,971 294,247
| ) Property and equipment, net .........coccoooovinennnn. SO 119,261 94,856
| ' GOOAWII oo Fee e e oot eeenenne 238,499 174,987
" INtANGIble @SSELS, MEL ..ovvvviirrirrre et sr e s et r st st st s e nnnan 27477 23,391
OHRET BSSBLS ..ottt saa e e et sn st ss st ssas e erenes ' 13,036 11.167
TOUAI BSSLS.....vvoovvvvsseesssseeesssseessssssnss e sass st srsseenssse e s § 776,244  § 598,648

Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payable and accrued Xpenses ........oovewvciciciieciicnc e $ 91,217 § 37217
Customer deposils c....oooeeveevvevrieereinnnn ettt et eeeeeaeae 7,464 6,239
Income taxes currently payable.......... eereeeee e naeained eveesinue et as Daes e s e rnesaares 2,691 1,449
Current portion of Jong-1emm debi ... e e e eeeaas 16,786 16,786
Total current Habilities. ... ..o, e 118,158 61,691
Deferred tax liabilities............... R ettt ettt n et e et enneens 12,770~ 11,344
Other HabilILES.....o. et et s es e ns 1,625 1,689
Long-term debt.................... SO OO O TV U O SO 1202963 149,208
Total HaDITIES . ...eeeviiiieeeceeceeee e sttt e e e e 335,516 223,932
Commitments and contingencies (Note 10) ‘ ' - '

Stockholders’ equity: :
Common stock, $.10 par value per share, 80,000,000 shares authorized,

30,235,164 shares issued........ccccooviveieieninneeee et 3,024 3.024

 Additional paid-in CapPItal ..........ec.ovueercerecereen e 161,683 156,557

» Retained €arnings ........ieoe.oovvevives oo et . 287,962 T 229,975

' Accumulated other comprehensive income (loss)........... JRRO EPRIPURTUOR. c 200 - (5)

B - Notes receivable secured by common stock....... e e — (18 (2,488)

Treasury shares, at cost (565,840 shares and 999, 347 shares December 31,2006

- and 2005, respectwely) ................................................ e s {11.943) (12.34?)
.. Total Stockholders” EQUILY ..iv.v. i esse i s 440,728 ._ 374.716
Total liabilities and stockholders’ equity ..o, 3 776,244 § 598,648

See Notes to Consolidated Financial Statements.




CASH AMER]CA lNTERNATlONAL INC AND SUBSIDIARIES L -
* CONSOLIDATED STATEMENTS OF l'\ICOME . ‘
(in thousands, except per share dara) N ‘
Year Ended December 31, ©
_2006 2005 2004
- Revenue b . _ 1
. Finance and service charges ........................... 5149472 - $139,772 - $110,495
Proceeds from disposition of merchand1se ..... e s 335,552 301,502 250,291
Cash advance TEeS . oo e e e 195,105 142,068 99,202
Check cashing fees, royalties and other .......... ettt s s 13,085 ~__11.004 9.4%0
TR REVEMUE ... ooooeeeeeeoeseeeere e eree e seeree e eereseeeeessereness 693214 594346 469478
S
Cost of Revenue o . . :
Disposed merchandise ... ! ferereine e e e b rteaaneend et 204,929 183,799 153,866
Nt REVEDUEC.......ocevrvrresessecsesesscnsen e 488285 410,547 315612
Expenses . ] - L ' S
Operatlons ................ PO U TPTN 245,885 220,357 173,277
Cash advance [08S ProVISION .....cccooirrei it . 59,563 42 834 23,529
AGIUNISIALION .o ovoeereeee e et eereraaes s s eeee et s et eb s s s s aranannes 51,506 - 43,227 , 40 183
Depreciation and amortization ..........c.eveciini i 27,312 23417 _ 17 2]0
Total Expenses .......... SO OO TV U UV UUUTOUTU O PUPVR PSR e 384266 329.835 254:199
Income from OPerations ..o 104,019. .- 80,712 61,'413
TLETESE EXPEIISE. ot everienrereeienrerminirerrimsirssesseee s mssese st et e an e esabetasaere s {11,945) (10,610) (8,148)
[NEETESE INCOME .....ooeoiivirisresiianris et " 1,631 1,614 642
Foreign currency transaction gain (1088)........cccccocrrrniisirrercecsierenenns 296 (834) ];l 16 :
Gain from termination of CONtract ..., 2.167 — —
Income from Continuing Operations before Income Taxes............... 96,168 70,882 - 55, 023 ’
Provision for iINCOME taXES........coiviiiniiiiniinnse s RO 35,228 26,061 20, 058 .
Income from Continuing ()peratlons .................................................... - 60,940 44,821 34, 965 R
(Loss) income from discontinued operations before income taxes ' S SRR ) T
(including loss on dlsposal of $56 for 2005 and gain of $19,023 for -
2004) oot et s b - (56) 28,284
- Provision for income (taxes) benefit (mcludmg taxes on gain from } .
disposal of $253 for 2005 and $(3,608) for 2004) .......ccceerrrrrnrnnenn. — 253 {6.414)
Income from discontinued OPerations. ..........ccovvvvnerescsiis e — .. 197 21,870 _
NEE TICOME e veemeerrereverereeeeeeeeeeeeoeess e oesesesessssssesensersrnes e $ 60,940 345018 ' $.56835
Earnings Per Share: _ . l .
Basic - | SRR L B
Income from continuing operations ............... et Ve % 2050 §7153 0§ 1230 T
. Income from discontinued operations........... e nes -$. . — %8 om $ 'Q 77 -
NEEINCOME v reveeeneee e ceoma bbb renss s $ .205.- 8 154 5 200 ‘
Diluted — - - - . L : : .
[ncome from continuing operations ................... e . % 200 S.148 § 118
[ncome from discontinued operations............. S PPOUYOYRM. — & 001 S 074
NELINCOME ..l ierevesreessrmiss s s $ 200 % 149 S I.92
Welghted average common shares outstanding: ) - . . ’
Basic ...t ] ettt et e et ne e 29,676 29,326 . 28, 468
. ‘Diluted ...oovricereee g st st 0 30,532 30,206 29,584
. v Dmdends declared per common share......_: ....... s FRETI. .0.10/ =% 0._'10 .'$; _ (_).37 o
. See Notes 10 Consolidated Financial Statements. o "* i l
- : : Core S )
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
' : - (in thousands, except share data)

Year Ended December 31,

. 2006 : 2005 2004
Shares Amount Shares Amount Shares Amount
Common stock - ' ' A '
Balance at end of year .........cocoeeveunne 30,235,164 3 3.024 30,235,164 § 3.024 30,235,164 § 3.024
Additional paid-in capital .
Balance at beginning of year............. - 156,557 . 154,294 141,867
Reissuance of treasury shares............ — —_ 7,298
Shares issued under stock-based plans (2,765) (445) 210
Stock-based compensation expense... . 2,623 1,677 - 1,199
Excess tax benefit from stock-based :
COMPENSALION ...oveverereiiiiiiieiieienes 5268 1,031 3.720
Balance at end of year.................. ‘ 161,683 . 156,557 154.294
Retained earnings
Balance at beginning of year............. 229,975 187,860 141,642
NEt INCOME ....o..lvniveinirimeecneeceeeenens 60,940 _ 45,018 56,835
Dividends declared..........cccccoeneeee. ‘ (2.953) (2,903) (10.617)
Balance at end of year.................... 287.962 229.975 187.860

Accumulated other comprehensne
income {loss)

Balance at beginning of year............. (5) . .= 7,995
Unrealized derivatives gain (loss) ..... 25 _ (5) —
Foreign currency translation gain...... . —_ _ ) . - (1,741)
Sale of subsidiaries...........ccccoerunnne. ’ : — ' — 6.254)
Balance at end of year................... 20 (5) —
Notes receivable secured by common
stock- . ‘ ) .
Balance at beginning of year........... {2,488) (2,488) (2,488)
Payments on notes receivable............ : 2470 — =
Balance at end of year................... (18) (2.488) - : {2,.488)
Treasury shares at cost ’
Balance at beginning of year ............. (999,347) (12,347)  (938.386) (8,754) (2,040,180) (15,547)
Purchases of treasury shares.............. (258,063) (9,602) (298,210) {6,239) (184,198) (4,328)
Reissuance of treasury shares............ — — ' —_ - 578,793 5,264
Shares issued under stock-based plans 691.570 10,006 237,249 2.646 707,199 5.857
Balance at end of year.....".ccco... _(565,840) (11,943) _(999,347) (12.347) _(938,386) (8.754)
Total Stockholders Equ:ty ................ : 3 440,728 S 374716 §_333.936

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in fhou.sands) ' .

Year Ended December 31,

‘ 2006 ‘ 2005 2004
NELINCOME .vvvvv111v11eoseressssreress essssssssie e sssssss s s s s s $ 60,940 $ 45018 § 56,835
Other comprehensive loss — _ ' : T
Unrealized derivative pain (loss) net of tax expense (benefit) of $14 and $(3) oo ZS‘ ' (5 —
Foreign currency translation loss, net of taxes of $-0- ... e —' - __(1,741)
Total Comprehensive INCOME ....oooorvnicriieicrcicnnnne et JUTRET M § ;,g;; $_55004

See notes ro consolidated financial statements.
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES .
“,, CONSOLIDATED STATEMENTS OF CASH FLOWS - . .~ !

(in thousands)

’ t
* Year Ended December 31,

. ‘ 2006 2005 L2004
Cash Flows from Operating Activities of Continuing Operatmns ' I -
N NCOMMIE . et ee e s eses e e sttt esrar et et s e aaea e reretsssabeeesstnnas e $ 60940 $ 45018 $ 36,835
-Income from discontinued operatmns ............................. eeeeeenes SRR DO . — (197y -1 (21,870)
Adjustments to reconcile net income to net cash provided by operatmg activities: . :
Depreciation and amortization ..........coeceeceeeereeeeeeeenne, s O . 27312 23,417 . 17,210
Cash advance 1088 PrOVISION. .. ...cocoveiiiioiiecceee et snee 59,563 42,834 . 23,529
Stock-based compensation EXPenSe. ..o 2,623 Co1,677 ‘ 1,199
Foreign currency transaction (gain) loss .......... e et e et e et et e e te e ns (296) 834 . (1,116)
Gain on termination of COMIACL........ovvvvvvrvreerrennn, e ent e eaear et e e eerrentersantra {2,167) - —
Changes in operating assets and liabilities — ’ ) _ ‘
Merchandise held for diSPOSIION ....c...ooveeiireccce s 7,128 12,499 - 4,830
Finance and service charges receivable. ..ol {4,579) (1,861) (1,359)
Other receivables and prepaid expénses..................... e (4,981) G191 0 (2,569)
Accounts payable and acerued eXpenses ... ..ot 17,969 4264 - (5,723)
CUSTOMET dEPOSILS, NEL ..vieiiieieictiiieiteietesrrrree e sees e es e e e te e e ene e ns e escses - 696 461 1 714
CUITENT INCOME TAXES, TEL ... eiiviveiieieireeeietesirserisraeessstesersessntesessssrstesarssssesssssesasens 6,510 229 . 3918
Excess income tax benefit from stock-based compensation. ..., (5,268) (1,031). = (3,720)
Deferred inCome taXes, NBL.........oievorivreereinrerrrecinesesereeressesearreeresreresseseusnsanss (3,638) (1,633y - 5074
. Net cash provided by operating activities of continuing operations ............... . 161.812 123,320 76,952
Cash Flows from Investing Activities of Continuing Operations:
Pawn 10ans Made........ccoooeieiiiiiiiicc e et (395,104) (361,077) . (290,013)
Pawn 10ans repaid .........oooeiiiioeeeeee et 210,177 202,015 157,624
Principal recovered on forfeited loans through dispositions ..o 158,568 139,365 122,115
Cash advances made, assigned or purchased ...l (759,822) (624,303) (447,113)
Cash advances repaid....... ..o s 682,473 578,475 418,647
Acquisitions, net of cash acqUIred ........cooeeiiiiiiiiiii e (64,927) (19,937 l(I22,413) ’
Purchases of property and eqUIPIIENE ..ot (46,355) (27,255) (28,491)
Proceeds from inSUrance ClaimsS. ...ttt ettt ettt esns 1,934 530 —
Proceeds from disposition of assets and termination of contract ................c.......... 2.198 486 f -
Net cash used by investing activities of continuing operations .............cccoceceee (210,858) (111,701) {189.644)
Cash Flows from Financing Activities of Coritinuing Operations: '
Net borrowings (repayments) under bank line of credit........ccocoooeviieiieiiiin 10,540 (21,346) 24,372
Issuance of 1oNZ-1erm NOES ..o e eaeee 60,000 40,000 —
Debt issuance costs Paid ..o e (261) (1,328) ‘ —
Payments on notes payable and other obligations................oooiiiiie (16,786) (19,286)  (8,286)
Payments on notes receivable secured by common stock.......ooiviinniicininnnns 2,470 - ' —
Proceeds from exercise of SLOCK OPUONS ...........coovvemiivii et ciisrese i 7,241 2,202 . 6,067
Excess income tax benefit from stock- based compensauon .................................. 5,268_ 1,031 3,720
Treasury shares purchased ................cococo oo (9,602) (6, 240) © (4,328)
Dividends paid.......... VR JOUT TP U OO PO O T U UO VO UU VTR TR RUOUPPION et . (2,953) {2.903) . __(10.617)
Net cash provided (used) by financing activities of contmumg operations........ 55917 (1.870) ' 10,928
Cash Flows from Discontinued Operatmns : : -
Net cash provided by operating activities of discontinued operations .......... R o — o A— 9,022
Net cash provided by investing activities of discontinued dperations .... et b= - v 97,791
Net cash used by financing activities of discontinued operations........... SRR R = r( 1,905)
- Net cash provided by discontinued operatlons...'.' ............. eerecenes TR ; = — '___104.908 -
Net increase in cash and cash equwalents h ..... S ] et - 6,871' 3749 ! 3,144
. Cash and cash equwalents at begmnmg of year !..... et erararanns JOTTTRN © 18852 . - 15103 ° 11.959
Cash and cash equwalems at end of YT ool v rertee e ez .. 8§ 257123 ‘S 18,852 §._ 15,103

. See notes to con.sohdated fi nam:ml statements.
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.. = . CASH AMERICA INTERNATIONAL,INC. AND SUBSIDIARIES
: NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of the Company

Cash America International, Inc. (the “Company™) i1s a provider of specialty financial services to
individuals in-the United States. The Company offers secured non-recourse loans, commonly referred to-as
. pawn loans, to individuals through its pawn lending operations. The pawn loan portfolio generates finance
and service charges revenue. A related activity of the lending operations is the disposition of merchandise,
primarily collateral from unredeemed pawn loans.. The-Company also offers unsecured cash advances in
selected lending locations and over the internet and on behalf of independent third- -party lenders in other
locations and over the internet. In addition, the Company provides check cashing and related financial
services through many of its lending locations and through its franchised and company-owned check
cashing centers.

On September 15, 2006, the Company, through its wholly-owned subsidiary Cash America Net
Holdings, LLC, purchased substantially all of the assets of The Check Giant, LLC (“TCG”). TCG offered
short-term cash advances exclusively over the internet under the name “CashNetUSA.” The Company paid
an initial purchase price of approximately $35.9 million in cash at closing and transaction costs of
approximately $2.9 million. The operating results of CashNetUSA have been included in the Company’s
consolidated financial statements from the date of acquisition. See Note 3.

As of December 31, 2006, the Company had 918 total locations and an internet-based subsidiary
offering products and services to its customers. The pawn lending operations consisted of 487 pawnshops,
including 475 owned units and 12 unconsolidated franchised units in 22 states. The cash advance operations

" consisted of 295 locations in 7 states, and CashNetUSA which serves multiple markets through its internet
distribution channel and had cash advances outstanding in 29 states. The check cashing operatlons
consisted of 136 total locations, mcludmg 131 franchised and 5 company-owned check cashing centers in 18
states.

Prior to September 7, 2004, the Company also provided financial services to individuals in the
-United Kingdom and Sweden (the “foreign pawn lending operations”). In order to dedicate its strategic
efforts and resources on,the growth opportunities of pawn lending and cash advance activities in the United
States, the Company sold its foreign pawn lending operations on September 7, 2004, The results of the.
foreign pawn lending operations have been reclassified as discontinued operations for ail periods presented
in accordance with Statement of Financial Accounting Standards (“SFAS™) No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets.” See¢ Note 17, '

2. Summary of Signiﬁ_cant Accounting Policies

Basis of Presentation » The consolidated financial statements include the accounts of the Company and its
;ma_}onty -owned subsidiaries. All significant intercompany accounts and transactions have been eliminated
.in consolidation. :

Use of Estimates » The preparation of financial statements in conformity with" generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
" amounts of assets and liabilities and -disclosure of contingent assets and liabilities at the dates of the
" financial statements and the reported amounts of revenue and expenses during the reporting periods. On an
ongoing basis, management evaluates its estimates and judgments, including those related to revenue
recognition, merchandise held for disposition, allowance for losses on cash advances, long-lived and
intangible assets, income taxes, contingencies and litigation. Management bases its estimates on historical
experience and on various other assumptions that are believed to be reasonable under the (_:lrcumstances the

B 1
L ) .
¥, - I
- ! . .

60



I3

- CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES I
.NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) -, -

v

results of Wth]’] form the ba51s for- makmg Judgments about the carrying- values of assets and’ habllltles
Actual results may differ from these estimates under different assumpttons or condmons o L '

Foreign Currency Translations e Notes rec'e:vable and related interest receivable resulting from the sale of
the Company’s foreign pawn lending operations are denominated in Swedish kronor. The balances -are
translated into U.S. dollars at the exchange rates in effect at the balance sheet date. Interest income on the
notes is translated at the monthly average exchange rates. All realized and unrealized transaction gams and
losses are included in determmmg net income for the reportlng period.

For the periods prior to the sale of its foreign pawn lending operations, the functional currencies for
the foreign subsidiaries were the local currencies. The assets and liabilities of those subsidiaries were
translated into U.S. dollars at the exchange rates in effect at each balance sheet date, and the resulting
adjustments were accumulated in other comprehensive income (loss) as a separate component of
stockholders’ equity. Revenue and expenses were translated at the monthly average exchange rates
occurring during each year. :

Cash and Cash Equivalents » The Company considers cash on hand in operating locations, deposits in
banks and short-term marketable securities with original maturities of 90 days or.less as cash and cash
equivalents.

Revenue Recognition e Pawn loans are made on the pledge of tangible personal property. The Company
accrues finance and service charges revenue only on those pawn loans that the Company deems collectible
based on historical loan redemption statistics. Pawn loans written during each calendar month are
aggregated and tracked for performance. The gathering of this empirical data allows the Company to
analyze the characteristics of its outstanding pawn loan portfolio and estimate the probability of collection
of finance -and service charges. For loans not repaid, the carrying value of the forfeited collateral
" (“merchandise held for disposition™) is stated at the lower of cost (cash amount loaned) or market. Revenue
is recognized at the time that merchandise is sold. Interim customer payments for layaway sales are
recorded as customer deposits and subsequently recognized as revenue during the period in which the final
payment is received.
. ;

Cash advances provide customers with cash in exchange for a promissory note or other repayment
agreement supported, in most cases, by that customer’s personal check or authorization to debit that
customer’s account via an Automated Clearing House (“ACH™) transaction for the aggregate amount of the
payment due. To repay the cash advance, a customer may pay cash, or, as applicable, allow the check to be
presented for collection, or allow the customer’s checking account to be debited: through an ACH for the
amount due. The Company accrues fees and interest on cash advances on a constant yield basis ratably over
the period of the cash advance, pursuant to its terms: For those locations that offer cash advances from
third-party lenders, the Company receives a credit services fee for services provided on their behalf and on
behalf of borrowers. These fees are deferred and amortized over the term of the loan.

During 2005 the Company started providing a cash advance product in some markets under a credit
‘services .organization program, whereby the .Company assists in. arranging .loans for customers from
independent third-party lenders. The' Company also guarantees the customer’s payment obligations in the

" event of default if .the customer is approved for and .accepts the'loan.. The borrower pays fees to the .~

. Company under the credit services orgamzat1on program (*CS0 fees”) for performing-services on the
. borrower’s behalf including credit services; -and for agreeing to' guaranty the borrower’s payment -
_ obligations to the lénder. As a result ofprowdmg the guaranty, a portion of the CSO fees is accounted for'in-
accordance with Financial Accounting Standards Board (“FASB™) Interpretation No. 45, “Guarantor's

Accoummg and Disclosure Requirements for.Guarantees, Including Indirect Guarantees of lna’ebredness of
Others.' The CSO fees are deferred and amortized over the term of the loan and recorded as cash advance
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fees in the accompanying consolidated statements.of i income, The contmgent loss on the guaranteed loans is
accrued and recorded as a liability. See Note 4. :

The Company records fees derived from its owned check cashing locations and many of its lending
locations in the period in which the service is provided. . Royalties derived from franchise locations are
recorded on an accrual basis. Other revenues derived from other financial services such as- money order
commissions, prepaid debit card fees, etc. are recognized when earned.

Allowance for Losses on Cash Advances # In order to manage the portfolio of cash advances effectively,
the Company utilizes a variety of underwriting criteria, monitors the performance of the portfollo and
maintains either an allowance or accrual for losses.

The Company maintains either an allowance or accrual for losses on cash advances (including fees
and interest) at a level estimated to be adequate to absorb credit losses inherent in the outstanding combined
Company and third-party lender portfolio (the portion owned by independent third-party lenders). The
allowance for losses on Company-owned cash advances offsets the outstanding cash advance amounts in the
consolidated balance sheets. Active third-party lender-originated cash advances are not included in the
consolidated balance sheets. An accrual for contingent losses on third-party lender-owned cash advances
that are guaranteed by the Company is maintained and included in “Accounts payable and accrued
expenses” in the consolidated balance sheets. -

Cash advances written during each calendar month are aggregated and tracked to develop a
performance history. The Company stratifies the outstanding combined portfolio by age, delinquency, and
stage of collection when assessing the adequacy of the allowance for losses. Historical collection
performance adjusted for recent portfolio performance trends is utilized to develop expected loss rates to
establish either the allowance or accrual. Increases in either the allowance or accrual are created by
recording a cash advance loss provision in the consolidated statements of income. The Company charges
off all cash advances once they have been in default for 60 days or sooner if deemed uncollectible.
Recoveries on losses previously charged to the allowance are credited to the allowance when collected.

The ellowance deducted from the carrying value of cash advances was $19.5 million and $6.3
million at December 31, 2006 and 20035, respectively. The accrual for losses on third-party lender-owned
cash advances was $1.2 million and $874,000 at December 31, 2006 and 2005, respectively. See Note 4.

Merchandise Held for Disposition and Cost of Disposed Merchandise » Merchandise held for disposition
includes merchandise acquired from unredeemed loans, merchandise purchased directly from the public and
merchandise purchased from vendors. .Merchandise held for disposition is stated at the lower of cost
(specific identification) or market. The cost of merchandise, computed on the specific identification basis,
is removed from merchandise held for disposition and recorded as a cost of revenue at the time of sale.
Cash received upon the sale of forfeited merchandise is classified as-a recovery of principal on unredeemed
loans under investing activities and any related profit or loss on disposed merchandise is included in
- operating’ activities in the period when the merchandise is sold. .The Company provides an allowance for
valuation and shrinkage based on management’s evaluation of the characteristics of the merchandise. The
allowance deducted from the .carrying-value of merchandise held for disposition amounted to Sl 9 million
and $1.8 million at December 31, 2006 and 2005, respectlvely - d a

-
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Propeity and Equipment o Property and equipment is recorded at cost. The cost of property retired or sold

- and the related accumulated depreciation are removed from the accounts, and any ‘resulting gain-or loss is
- .recognized in the consolidated statements of income. Depreciation expense is generally prowded on a

stralght-lme basis, using the following estimated useful lives:

7to 40 years i+

-Buildings and building improvements M

Leasehold improvements @ _...... D eotseueontas ot aasna s as s anaansnsa R s anna e - 2to 10 years 1
Furniture, fixtures and equipment..........o..covevresesivnnnnas : ' 2'to 7 years
Computer:software................. et anere e e et eeeerereareers 3to 5 years i

) Structural components are depreciated over 30 1o 40 years and the remaining building systen{s and
features are depreciated over 7 to 20 years.
@ Leasehold improvements are deprecualed over the terms of the lease agreements with a2 maximum of 10
years. _ r
Software Developnient Costs ® The Company develops computer software for internal use. Internal and
external costs incurred for the development of computer applications,” as-well as for upgrades” and
enhancements that result in additional functionality of the applications, are capitalized. Internal and external
training and maintenance costs are charged to expense as incurred. When an application is placed 1n
service, the Company begins amomzmg the related capitalized software costs using the straight- line method
and an estimated useful l:fe varylng from 3 lo 5 years. -
Goodwill and Other Intang:ble Assets o SFAS No. 142, “Goodw:!l and Other Intangzble Assets,” became
effective January 1, 2002, and, as a result, the Company discontinued the amortization of goodwill as of that

> date. In lieu of amortization, the Company is required to perform an impairment review of goodwill at least

annually. The Company completed its reviews during 2004, 2005 and 2006. Based on the results’of these

‘ tests, management determined- that there was no impairment as the respective fair values of each of the
: Company s reporting units exceeded their respectwe carrylng amounts See Note 6. o T

[ —

. The Company amortizes intangible ‘assets with an estlmable life 'on"the bams of their expected
periods of benefit, generally 3 to 10 years The costs of start- -up activities and orgaiization eosts are
charged to expense as incurred. S - R
Impairment of Long-Lived Assets ¢ An evaluation of the recoverability of property and equ1pment and
intangibl¢ assets is performed whenever the facts and circumstances indicate that the carrying value may ‘be
impaired.- An 1mpa1rment loss is recognized if the future undlscounted cash flows associated with the-asset
are less than the -assét’s corresponding carrying value. The amount of the’ 1mpa1rment loss,,lf any, 13 the
excess of the asset’s carrying value over its estlmated falr value S :

.

Yo R B

Income Taxes o The provision for income taxes is bas_ed on income before income taxes as reported for
financial statement purposes. Deferred income taxes are provided for in accordance with the assets and
liability method of accounting for income taxes in order to recognize the tax effects. of temporary
differences between financial statement and income tax accounting. -

Hedging and Derivatives Activity ® As a policy, the Company does not engage in speculatlve or leveraged
transactions, nor does it hold or issue financial instruments for trading purposes. The Company does
penodlcally use derivative financial instruments, such as interest rate cap agreements, for the purpose of

managing interest rate exposures that exist.from ongoing business operations.. In September 2005, the -

Company entered into an interest rate cap agreement that has been determined to be a perfectly effective
cash flow hedge pursuant to SFAS No. 133, “Accounting for Derivative Instrumenis and Hedging
Activities” ("SFAS 133"), and its corresponding amendments under SFAS No. 138 “Accounting for Certain
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Derivative . Instruments and Certain. ‘Hedging Activities — an Amendment of - FASB* Statement No. 133" -

(“SFAS 138”) and SFAS No. 149 “dmendment of FASB Statement No. 133 on Derivative and Hedgmg

B ; Acnwtzes” (“SFAS 1497). The fair value of the interest rate cap agreement. is recognized in the
. accompanymg consolidated balance sheets and changes-in its fair value are recognized in accumulated other

comprehensive income/loss. The Company also entered into foreign currency forward contracts in 2005:to
minimize the effect of market fluctuations. Sece Note 13. The Company may periodically enter into forward

~ sale contracts with-a major gold bullion bank to sell fine gold that is produced in the normal course of

business from the Company’s liquidation of forfeited gold merchandise.” These contracts are not accounted

for as derivatives because they meet the criteria for the nonnal purchases-and normal. sales scope exceptlon
in SFAS 133,

*

Operations and Admmtstratmn Expenses » Operations expenses include expenses mcurred for personnel

occupancy and marketing that are directly related to the pawn lending, cash advance and check cashing
operations. These costs are incurred within the lending locations and: the Company’s call centers for

customer service and collections. In. addition, similar costs related to non-home. office management

supervision and oversight of locatlons are included in operations expenses. Administration expenses

include expenses incurred for personnel and general office activities such as accountmg and legal directly

‘ related to corporate admmistratlve functions.

Advertising Costs e Costs of advertising are expensed at the time of first occurrence. ; Advertising expense
for continuing operations was $18.5 million, $12.9 million and $11.2 million for the years ended December
31, 2006, 20035, and 2004, respectlvely

' Stock-Based Compensatton . Begmning January 1;.2006, the Company has accounted for its stock- based

employee compensation plans in accordance. with Statement of Financial Accounting Standards No. 123R,

“Share-Based Payment” (“SFAS 123R”), using the modified prospective method. Under the modified

prospective method, the Company is. required- to .recognize compensation expense over the remaining
vesting periods for the portion of stock-based awards for which the requisite service had not been rendered
as of January 1, 2006. Prior to January 1, 2006, stock-based compensation was accounted for in accordance

“with Accountlng Principles Board 0p1n10n No.725, “Accounting for Stock Issued to Employees,” often
referred to as the “intrinsic value” based method, and no compensation expense was recognized for the stock -

options. ‘The financial statements for the years ended-December 31, 2005 and 2004, which were prior to the
adoption of SFAS 123R, have not been restated and do not reflect the recoghition: of the compensation cost
related to the stock options. The. Company has elected to use the transition method of FASB Staff Position
FAS 123(R) 3. “Transition Election Related to Accounting for Tax Effects of Share- Based Awards” (“FSP

FAS 123 (R)-3"), the “short cut method™ to determing its pool of w1ndfall tax benefits-as of January 1,2006.

The following table illustrates the effect on net income and earnings per share had the Company applied
SFAS No. 123R for the year ended December 2005 and 2004 (in thousands except per share amounts).

vy
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: Included in the pro forma amounts-below for 2004 is the effect.of the vestmg of 576,547 shares
Wthh accelerated pursuant to the original terms of the options due to price performance of the underiymg
Company shares. As a-result, the pro forma compensation expense of those option shares is reflected in
2004, rather than in future years had scheduled vesting occurred during the years 2005 through 2007 No
accelerated vesting of stock options occurred durmg 2005. :

: . . 2005 2004 .
_ Income from continuing operations — as reported .........vvevereerrerercecensuncnenns $ 44821 § 34,965
Deduct: Stock option compensation expense ®............... e 65 - 1,005
_Income f‘rom continuing operations —pro forma......cccoorrevccnninenn s £ 44756 § 33960
Net income - as reported ... e attes it b et e aa e e rna— s erbeeannteans $ 45018 $ 56,835
Deduct: Total stock-based employee compensatlon expense ® ... 65 1,005
NEL INCOME — Pro fOrMIA ... ooveeccve e e s s ' &Aﬂ,ﬂ § 55830
Net income per share — ’ ’ B : . !
Basic: ' ’ ‘
Income from continuing operations — as reported..........cccevercvvvvcicint,. 3 153 8 1.23
Income from continuing operations — pro forma ... £ 153 § 120
Net iNCOME — 8S TEPOTLE 1evvvvveervresieisissrirsisessrasessssassseeseesessseessesssnesns § 154 § 200
Net income — pro forma ... eeeeiereeseeenens ettt $ 154 -5 197
Dituted: o R
' Income from continuing operations — as reported......omiin § 148- 8% L8
Income from continuing operations — pro forma .......... e rvans F 148 § 114
Net income — as teported ........ooeeee [SO OSSR UR T $ 149 § 192
Net income — Pro FOIMA .oeie e vraeneneeneas $ 148 § 188

® Determined under fair value based method for all awards, net of related tax effects. “All awards™ refers to
awards granted, modified, or settled in fiscal periods beginning after December 15, 1994, that is, options for
. which the fair value was required to be measured under SFAS 123,

Net Income Per Share # Basic net income per share is computed by dividing net income by the weighted
average number of common shares outstanding during the year. Diluted net income per share.is calculated

" by giving effect to the potential dilution that could occur if securities or other contracts to issue common
shares were exercised and converted into common shares during the year. Units issued under the
Company’s restricted stock awards are included in diluted shares upon the grantmg of the awards even .
though the vesting of shares will occur over time.- '
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The following table sets forth the réconciliation of ‘numerators and denominators of basic and
diluted earnings per share computations for- the years ended December 31, 2006, 2005 and 2004 {in
thousands, except per share amounts): - T "

P . . Coa . .

2006 2005 - 2004

Numerator:
Income from continuing operations avallable 0 common
L SEOCKROLAEES .ot e e e e AR $ 60,940 - $ 44,821 . § 34,965
Income from discontinued operations available to common
StOCKNOMETS ..o — 197 21,870
Net income available to common shareholders.................. I $ 60940 § 45018 $ 56,835
anominator: ) . o
Weighted average common shares outstanding........................ 29,519 . 29,215 28,401
Weighted average vested restricted stock units ................cc.c...... 98 47 1
Weighted average shares in non-qualified savings plan.............. 59 _ 64 __66
Total weighted average basic shares ... 29,676 .29,326 28,468
Effect of shares applicable to stock option plans..........c..o.......... "488 . 528 780
. .Effect of restricted stock unit compensation plans ...........c.coo... 368 352 336
Total weighted average difuted shares ...........cococvveeecivvernn 30,532 30,206 __ 29,584
Basic earnings per share:

_Income from continuing Operations........co.vceveeveieeeieeeccieesnens $ 205 $ 1.53-%. 123
Income from discontinued operations............c.ccococvevovevreereeecenne . — . 001 0.77
NETINCOMIE. ... e ceereeaesssesrssnrasne s seceeen e & 205 § 154 § 200

Diluted earnings per share: : :
Income from continuing Operations..........cococeceiivinreneneevevevenens $ 200 $ 148 % 18

. Income from discontinued operations..........c.ccocovvceniinesecrnnenens — 0.01 . 0.74
INEE IMCOME. .. .cevccc et Fe e e $__ 200 § 149 5 192

- The shares held in the Company’s non-qualified savings plan have been reclassified to the basic
earnings per.share computation as the distribution of those shares is not contingent upon future services. All
prior periods presented have been restated to reflect this reclassification. There is no impact on the
previously reported basic eammgs per share fr()m this reclassnﬁcatlon

There were no anti-dilutive shares for the years ended December 31 2006, 2005 and 2004.

Recent Accounting Pronouncements ¢ In June 2006, the FASB issued Interpretation No. 48, “Accounting
Jor Uncertainty in Income Taxes” (“FIN 48”). FIN 48 requires that a more-likely-than-not threshold be met
before the benefit of a tax position may be recognized in the financial statements and prescribes how such
benefit should be measured. It requires that the new standard be applied to the balances of assets and
liabilities as of the beginning of the period of adoption and that a corresponding adjustment be made to the
opening balance of retained earnings. FIN 48 will be effective for fiscal years beginning after December 15,
2006. The Company is evaluating the potential effect of FIN 48, but does not expect it to have a matenal
effect on the Company’s consolidated financial position or results of operations.

In September 2006, FASB issued Statement of Financial Accounting Standards No. 157, "Fair Value
Measurements” (“SFAS 1577). SFAS 157 defines fair value to be the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction. between market participants at the .
measurement date and emphasizes that fair value is a market-based measurement, not an entity-specific
measurement. It establishes a fair value hierarchy and expands disclosures about fair value measurements in
both interim and annual periods. SFAS 157 will be effective for fiscal years beginning after November 15,
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2007 and interim perrods -within those ﬁscal years :The ‘Company “does -not expect SFAS 157 to have a .
. material effect on the Company’s .consolidated firiancial posmon or. results of . operanons but antlcrpates

. additional:disclosures when it becomes effective. - v, -« 4 0L o ¥ : :

TR TURCIC N T T UL P TR 1 .".';;41, ces e Lt ‘ e R 'r.“-;“. 5'.,..1‘“!" 4

Reclassrf cations o Certain amounts in the-consolidated fmancral statements. for 2005 and 2004 haverbeen

: reclassified to.conform to the' presentation format adopted in 2006. These reclassifications have no effect on
net income prev1ously reported ' ‘ T T T T | 2

]
¥

[]
i

Rewsed Consolidated Statements of Cash Flows e The Company revised the consohdated statements of
cash’ ﬂows for the years ended December-31, 2005 and 2004, to include the proceeds from the sale of the
assets’ of the 'discontinued: forergn pawn- lendmg operations in ‘the summary of “Cash flows gfrom '
. dtsconnnued operations” section’ Previously, these proceeds were classified in cash ﬂows from 1nvestmg _
’ act1v1t1es of continuing operations. This revision has no effect on total cash flows from operatmg, investing
and ﬁnancmg activities as previously reported but the proceeds from salg of the’ Company s foreign pawn
Iendmg operations have been revised to be included 'in cash flows from drscontmued operatrons ! This
revrs1on does not impact the net change in cash and cash equivalents for the years ended December 31, 12005
and 20{)4

1

3. A’cqui'sltions R R T .
o ' ' TR S 4
CashNetUSA Pursuant to lts busmess strategy of expandmg 1ts reach into new markets w1th new customers
and new fmanc1al serv1ces on September 15, 2006, the Company, through 1ts wholly owned subSIdrary Cash
Amerlca Net Holdmgs LLC .purchased substantrally all of the assets, of TCG. TCG offered ;short-term cash
“advances exclusively over the internet under the name. “CashNetUSA . - The Company pard an_ initial
- purchase price of approximately $35.9 million in cash and transaction costs of approximately $2.9 million,
. -and_ has continued .to use, the CashNetUSA trade..name :in..connection with its: online operations. In
determmmg the phrchase price_ reached in negotlatlons leadmg to the purchase the Company consrdered in
addition, to- the cost, of -the- assets acqurred management’s assessment of CashNetUSA s future : eamrngs ‘
potennal and the ant1c1pated rate of return from. the 1nvestment in_ CashNetUSA The portron of~ the
.- purchase_price, athat exceeds the value of the tang1ble assets and defined life intangible assets acqulred has
, been recogmzed a$ goodwrll _The Company S consohdated fmanc1a1 statements include the. .operating results
of CashNetUSA from the date. of.acquisition, " The Company has also agreed to pay up to five supplemental
eam-out payments, durmg the two:year period : after the closing. The amount of each supplemental payment
',w1ll be based on.a multiple of earnings attrlbutable to CashNetUSA s business for.the twelve months
precedmg the date of detemumng ¢ach scheduled supplemental payment. Each, supplemental payment will
,-be reduced by amounts previously pald The supplemental payments are to be paid in cash; the Company
- may, at its opt1on pay, up to.25% of each supplemental payment in shares of its common stock based on an
.. average share price as .of the measurement date. -Substantially all of these supplemental payments vttnll be
-accounted for as goodwill. The terms and method of calculating these supplemental payments are described -
" more fully in the asset purchase agreement. The first supplemental payment of approx1mately $33.8 million,
. which was paid in February 2007 in cash, was based on the trailing twelve months;eamings of CashNetUSA
through December 31, 2006 and reﬂects ad_]ustments for amounts previously pald Goodwill recorded in
connection with the acqu151t1on is deductible for tax purposes. (See Note 20 for pro forma financial
information.)

[
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. Under the purchase method of accountmg, the nef" assets of TCG WEre: recorded at their respectrve fair
values as of the purchase date. Fair values were detérmined by internal studies and - independent third-party
'apprarsals Intanglble assets acqu1red in this transaction, pnncrpally non-competition agreements, lead provider
relatronshrps and-customer relationships; will be amortized over a penod based on their_estimated useful lives.

- The. excess of.the cost of*acquired assets over the net amounts assigned-to assets acqurred and liabilities -

assumed was recognlzed as goodwill. The purchase price ‘of. CashNetUSA mcludlng the contlngent payment as ‘

of December31 2006, was allocated as follows (in thousands) _ , Coae e
) .Cash BAVANCES 1ottt vesraemeeaeeea S ...... - $ 18,677 .. .

. .Property and equipment..........cocoiviininnenennen ec e v e e L1562
. Go0dWill s SO P RO S (% 7) IR
. Intangible ASSEtS L.l e e : . , 6264
.Other' assets (liabi]ities) net e e N L.
. Net assets acquired...:.............. e, e e 73,383

. Cash considerations payable s ‘ " o © (33, 761)

N _Acqunsmon costs payable................ ST S SRS PO ;844)

~ Total cash patd FOI AOQUISHION -..eees ool eess e eeeesree e eneeneesrere s B s . S38778

. Future supplementél payments under the asset purchase agreement will be recorded as goodwill.

_ Other Acqmsttwns . Pursuant to.the Company $ busmess -strategy- of acqurrmg existing pawnshop and/or
- cash advance locatlons .that can benefit from ‘the Company’s  centralized .management_and ‘standardized R
“operations, dunng 2006 the Company acquired certain assets of - 19 pawnshop locatlons in purchase transactions
" for a total purchase price of $27.2 million: The ‘excess of cost Sf: acqulred assets over the net amounts a551gned
1o assets acqulred and llabllmes assumed was recogmzed as goodwrll '

"_'w_"‘ " L . "

In 2005 the Company acqurred nine pawnshops and a cash advance locatlon in purchase transacnons

“for an aggregate purchase price:of $19.0 millidn. Threé of the nine pawnshops acquired ‘in 2005 were

-franchised locations operated by an’entity controlled 'by “the "Chairman -of the 'Board: of D1rectors of the

. ’Company See Note 21. 'In December 2004, the- Company acqulred substantlally all-of: the pawn-operating -
" assets of Camco; Inc.,-which operated unider the trade name: SuperPawn in four states in the ‘western-United
'_States The transaction' provided. the’ Company -its initial ‘entry int6 - the’ westem Unlted States’ for - pawn
' lendmg activities. “The. initial aggregate. purchase consideration*and costs totaled $118. g miilion;> which

' consisted of $104. 8 million in cash and a payable ‘for $1.5 mllllon that"was to be reconciled upon post

transaction accounting, 578,793 shares of the Company’s-stock valued at $12.6 million and acqursrtlon costs

- of $1.0 million.© Aftér the post transaction accounting reconcrhatron the payable for $1.5 million’ was

adjusted and settled for $850,000 in 2005, reducing the final aggregate purchase consideration and costs-to
$117.7 miltion: Also i in 2004, the Company acquired; in two disfinct transactions, the’ operatrng assets of 32
cash advance locations in southem Calrfomra for $14.6 mllhon in’ cash and a pawnshop m Florrda in

) November 2004 for $589 OOO

All of the amounts of goodwdl recorded in the acqursmons are expected to be deductible for tax

Fy .. B . . . . P -
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The following table provides information concerning the other acquisitions made by the Company ]

contmumg 0peratlons during 2006 2005 and 2004 (§ in thousands) S
vl . 2006 - 2005 . 2004
Number of stores acquired:. ‘ : ’ . '
Pawnshops........iviinieinnneas SO SRRETRS o1 9 42.
Cash advance [0Cations -2t IR 1 2.
- Purchase price allocated to: ~ '+ | - . . . ' Lo
4 .~ Pawn loans .......... TV U SO e . $ .4365- 8..3631 § 26781 ;
: - -Finance and semce charges receivable................. 467 - « 383 3,715 :
Cash advances and fees receivable...........coeeee.e. - 81000 T 34 2,302
Merchandise held for disposition; net ...................... . 2,885 1,283 . 13,592 .
Property and equipment .......... SERTUTURRUUUURTO . - 178 . 189 7165
GOOAWITLoo. e e s : 16,668 11,386~ 65,285
Intangible aSSELS ......ivvveveueiicii i 1,475 2,170 - 20,824
- Other assets net ofaccrued liabllmes ............ s ' 367 - (78) - (679)
Total purchase pnce net ofcash acqmred ..... S © 27,215 18,998 138,985
Stock issued in ACQUISItioNs ..o.ooeeen 0 RO oo ': = = - .(12,562) ‘
Note issued in acquisition @ .....oovereocere. e Lt — = (2,500) £
“Final cash settlement for prior year acquisition”...... -+ = — - -850 -7 i — A
Purchase price adjustments for prior year acquisition. T 2 S
Cash consideration payable......ccooverivvcceccnnnnnnen (1,066) (70) - = (1.510)
' _Total cash paid for acquisitions ..... PTPTEA IS § gg,;gg 8 ;2,2; Z $_l22 413 °
@ Nole 1ssued in settlement of carn -out agreement re]ated to lhe acqmsmon of Cashland in Augusl 2003
which was repald in 2005 ’ ST

)

-

it

- -

4. Cash Advances, Allowance for Losses and Accruals for Losses on Thlrd Party Lender-Owned

Cash Advances : ;

The Company offers cash advance products through- its cash advance-locations. and most of its .
pawnshops. Since its acquisition of CashNetUSA in September 2006, the Company also offers cash
advances through an internet distribution channel. The cash advance products are genetally offered as
single payment cash advance loans. These cash advance loans typically. have a term of 7 to'45 days and are
generally payable on the customer’ s next payday. The.Company originates cash advances in some' of its
locations and in other locations arranges for customers to obtain cash advances from independent third-party
lenders. In a cash advance transaction, a customer executes a promissory note or other repayment
agreement typically supported by that customer’s personal check or authorization to debit the customer’s
checking account via an ACH transaction. Customers may repay the amount due either with cash, by
allowing their check to be presented for collection, or by allowmg their checking account to be debited via
an ACH transaction.

The Company offers services in connection with single payment cash advances originated by
independent third-party lenders, whereby the Company acts as a credit services organization on behalf of
consumers in accordance with applicable state laws (the “CSO program”) Credit services that the
Company provides to its customers under the CSO program include arranging loans with independent ‘third-
party lenders, assisting in the preparation of loan applications and loan documents, and accepting loan
payments at the location where the loans were arranged.” To assist the customer in obtaining a loan through
the CSO program, the Company also, as part of the credit services it provides to the customer, guarantees
on behalf of the customer, the customer’s payment obligations to the third-party lender under the loan A
customer who.obtains a loan through the CSO program pays the Company a fee for the credit services,
including the, guaranty, and enters into a contract with the Company governing the credit services
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" arrangement. Losses on cash advances acquired by the Company as a_result of its guaranty obligations‘ are
the responsibility of the Company. As.of December 31, 2006, the CSO program was offered in Texas,
Florida and, on a {imited basis, Michigan. The Company discontinued'the CSO program in Michigan in

February 2007, and now offers.only cash advances underwritten by the Company to customers in that state.

If the Company collects a customer’s delinquent amount that exceeds the amount paid to the third-
party lender pursuant to the terms of the guaranty, the Company-is entitled to the excess and recognizes it in
income when collected. Since the Company may not be successful in,collection. of these delinquent
amounts, the Company’s cash advance loss provision includes amounts. estimated to-be -adequate to absorb
credit losses from cash-advances in"the aggregate cash advance portfollo 1nclud1ng those* expected to be
acquired by the Company as a result of .its guaranty obllgauons “The- estlmated ‘amounts of losses on
portfolios owned by the thlrd pany lenders are- mcluded in “Accounts payable and accrued expenses in the
: consolldated balance sheets

Pnor to the program s dlscontmuance for cash advances orlgmated by commercnal banks "the banks
sold participation interests in the bank -originated cash advances to thlrd parties, and the Company purchased
sub- pan1c1patlon mterests in certain, of those pamc1patlons " The Company also received an administrative
fee for its services. In order to benefit from the use of the Company’s collection resources and proficiency,
the banks assigned cash advances unpald after their- payment due date to the Company at a discount from the
amount owed by the borrower. : .

t The Company dlscontmued offermg smgle payment thtrd party bank -originated cash advances.to its
Texas, Florida and North Carolina customers in January 2006, discontinued offenng single payment third
party bank-originated cash advances to its Michigan customers in July 2005 and to'its California customers
in August 2005, discontinued offering single and multi-payment third-party bank—orlgmated cash advances
to its Georgia customers in-April 2006, and discontinued offerlng multi- -payment third- -party bank- ongmaled
cash advancés to its Callfomla ‘Customers.in July 2006.

Cash advances outstanding at D_e'cember 3 l, 2006 and 2005, were as follows (in thousands):

AR - ey SRR S

l C S . RS ‘ 2006. - 2005
3 Funded bythe Company emee T o T P
" Active cash advances and fees recelvable .................. AT TOR R . % 69489 §$ 32207 - -
" Cash advances and fees in collection ... O OBV UV OOV 1 X |2 1! 4 7.510
. "+ Total Funded by the Company 93,988 39,717
Purchased by the Company from third-party lenders e s IS - 5.500 7.296

Company-owned cash advances and fees receivable, gTosS......... 99,488 - 47013
Less: AlloWance fOr LOSSES ... ..o ettt eeeeese e resens s 19.513 6,309

Cash advances and fees receivable, MEL . et 279,975 § 40,704
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Changes.in the allowance for losses, for Company-owned portfolio and the accrued loss for. third-
party lender-owned portfolio for the years ended December 31, 2006, 2005 and 2004 were as fo]lows (in
thousands)

A .. f . i ‘N . = H

| 2006 2005 _ 2004
Company-owned cash advances . |
_ Balance at beginning of Year.............cccocovvvvrrennn. e $ 6309 § 4358 % 3393°
* Cash advance 0SS PrOVISION ....i.......coovvererensensaisnrrensrsnsnnes 59,284 42,302 23242 -
Charge-offs ..o rrveineeerer e (56,276) - (50,145) (29,833).
“ RECOVETIES ... e X ' 10,196 19794 - 7.556

_Balance at end of year

§ 19513 5 6309 § 4358,

Accrual for third-party lender-o“ ned cash advances

Balance at beginning of year’..... et eveereer et $ 8714 $ 342 IS 55
Increase in loss prowslon...._ .................................. 279 532 - 287
Balarice at end of Year .........o...vco. oo SO § - 1,153 § 874 % __342

1

. Cash advances assigned to the Company for collection were $33.8 million, $67.6 million and $45.9
million during 2006, 2005 and 2004, respectively. The Company’s participation-interest in third-party
lender originated cash advances at December 31, 2006, 2005 and 2004 was $-0-, $2.6 million and S? 4
million, respectively. . . R L I SEE -

1

5. Property and Equlpment

Major classifi catlons of property and equrpment at December 31, 2006 and 2005 were as fo!lows (in

thousands) ' ‘ RS
2006 e 00
" Accumulated . + _ Accumulated .
Cost Depreciation Net  _Cost. . _Depreciation Net »
< Land ... SR $ 4955 § — . % 4955 $§ 5014 $° .— % 5014
Buildings and leasehold ’ . . . i
-improvements............. - 130,230 (64,5200 - 65,710 116,307 . - (57,228) 59,079
Furniture, fixtures and R - e : et ‘
" equipment . .........co... 79931 .(48272). 31659, 67,076 40910) 26,166
Computer software ........ 35,358 _(18 421) . 16,937 21,229 ° . (16,632) 4, 597
TOtal coovvvvveveveriorrrnns $.250474  S(31.213)  §119,261 $200,626 $(114,770) s__ﬁ@_g

. The ‘Company recognized deprecnatlon expense of $23.7 million, $20.1 million and $15. 9 mllllon
during 2006, 2005 and 2004, respectively.

6. Goodwill and Other Intangible Assets

Goodwill and other intangible assets having an indefinite useful life are .tested for impairment
annually at June 30, or more frequently if events or changes in circumstances indicate that the assets'might
be impaired, using a two-step impairment assessment. The first step of the goodwill impairment test, used
10 identify potential impairment, compares the fair value of a reporting unit with its carrying amount,
including goodwill. If the fair .value of a reporting unit exceeds its carrying amount, goodwill of the
reporting unit is considered not impaired, and the second step of the impairment test is not necessary. . If the
carrying amount of a reporting unit exceeds its fair value, the second step of the goodwill impairmentitest is

performed to measure the amount of impairment loss, if any. The useful lives of other intangible assets T

must be reassessed and the remaining amortization periods adjusted accordingly. Based on the results'of the

‘ i
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-

- A ‘initial’ and ' the subsequent annual :mpamnent tests management detenmned that there have been no
impairments. * : "

Goodwdl . Changes in the carrying value of goodwill for the years ended December 31, 2006 and 2005
Were as follows (m thousands): :

-Pawn Cash Check ‘ .
) Lending Advance  Cashing Consolidated
Balance as of January 1, 2006, o . .
i - “net of amortization of $20,788.................... $125059 3% 44618 $ 5310 $174,987
ACQUISIHIONS ..o . 16,668 46,871 — . 63,539 °
| Adjustments .............. e, SR (27 — = 27
. Balance as of December 31, 2006 ............ $141,700 $ 91489 § 5310  $238499
Balance as ofJanuary 1, 2005, oo . oD 7 . -
R . net of amortization 0f$20 788...._2 ....... S ~$114341- % 44422 5 5310 $164,073
‘ ACGUISIIONS L.vv..vioiovesieoneosessmsssersseees oo C 11,196 180 . - — " 711,386
| AdJusStments ..., - (478) 6 i .{(472) -
‘ Balance as of December 31, 2005 ....... e $125 ,Q;g $ 44,g 3 g,; Q §L 14,987

4

 Acquired Intangtble Asseta . Acqulred lntangtble assets that are subject to amomzatlon as of December 31
2006 and 2005, were as.follows (in thousands):

2006 2005

i : Accumulated . _ Accumulated .
’ ) Cost Depreciation Net Cost Depreciation Net

. Non-competition agreements. $ 11,065~ § (3,403 § 7,662 §$ 8555 $ (1,888) § 6,667
) - - Customer relationships........... 9,674 (5,017 4,657 6,644 (3,098) 3,546
. .~ . Lead provider relattonshlps 1,877 . (125) . 1,752 — — —
: 00T S 526 . (1200 . 406 269 (91) 178

N ) D S §23,142 8 (8665 S14477 $_15.468 . § (507D § 10,391

% ' ' - Non-competition agreements are amortized over the applicable terms of the contracts. “Customer
|

and lead provider relationships are generally amomzed over five to six years based on the pattern of
economic benefits provided. At Decembet 31, 2006 and - 2005, tradenames of $5.3 million and licenses of
" §7.7 million obtained in the acquisitions-are not subject to amortization.

Amortization ¢ Amortization expense for the acquired intangible assets is as follows (in thousands):

Actual amortization expense for the year ended December 31:

2O0B......c.coeeeeiee ettt ettt et e e E e R e e e et e srenes $ 3,653
2005 e e et st e et 3,230
2004 ettt e e e et d ekttt e ot s et s e et s 1,315
Estimated future amortization expense for the years ended December 31
2007 e e gt $ 4431
2008t e Rt R et b ettt en e e 3,956
2009 . e e 3,032
2OT0 ettt e sk et 1,311
20T e e et 858
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R A Acc0unts Payable and Accrued Expenses R o

5 Coatel . oo . - ) Ly E i 4'_ ,’.‘. .},

Accounts payable and accrued expenses at December 31 2006 and 2005 were as follovﬁvs (in

thousands) = o S S ST L 1
| o R 2006 ' 2005 " |
Trade accounts payable..'.......' .................... s s Rz 916,248 $ 7989 .
“Accrued taxés, other than income taxes RSSO 5. ) B 3912

. 21,326-3 16 784"

~Accrued payroll and fringe Benefits...
' 456 - 1,854 |

Accruediinterest payable'.............

Purchase consideration payable :-.... © 33,761 =70
Accrual for losses on third-party lender-owned cash advances oo -],153_'\ . 874
Acquisition costs payable_ .................. e .o 844 L — !
Other accrued liabilities ........coooirinbs TS c_ 12579 0 5734
e SOOI S 1 |3 Fv- I . i 1 71 1/ AR

R T Long-term Debt o '_ 2 S ""; L o )

The Company’s long term debt instruments and balances outstanding at December 31 2006 and
2005 were as follows (in thousands):

.
.
-

e _ . 2006 2005 -
0 LA OF CIedit AUE20T0.c.coevevoeee e sssssessse e .8 816778 7R137
'<6.21% senior unsecured notes'due 2021 . e C25,000 oo — ¢
6.09% senior unsecured notes due 2076 ..o 35,000 — .
! _ 6.12% senior unsecured notes due 2015 ... et 40,000 40,000 .
" 7.20% senior unsecured notes due 2009 ..o e 25,500 © 34,000
7.10% senior unsecured notes due 2008 ... 8,572 12,857
8.14% senior unsecured notes due 2007 ... - 4,000 8.000
Total debt............ e e e e $ 219,749 165,994
Less current portion......... OO SO - 16,786 16.786
Total long-term deblumnniisiennereerenninennns et R . $ 202,963 - M
i, At December 31, 2006 and 2005; borrowings under the Company’s bank line of credit consrsted of

three pricing tranches wnth conclusion dates: ranging from 1 to 32 days,.respectively. .However, pursuant to
the bank line of credit agreement which expires in 2010, the Company routinely refinances these borrowings
within its long-term facility. Therefore, these borrowings are reported as part of the line of credit and as
Iong-term debt

On December 19, 2006, the Company issued $60.0 million of senior unsecured long term notes
The notes were comprised of $35.0 million 6.09% senior notes due 2016 payable in five annual payments of
$7.0 million beginning December 19, 2012; and $25.0 million 6.21% senior notes due 2021 payable in
eleven annual payments of $2.3 million beginning December 19, 2011. Net proceeds received from the
issuance of the notes were used to reduce the amount outstanding under the bank 11ne of credit and for
general corporate purposes.

In February 2005, the Company amended and restated the existing line of credit agreement to
increase the credit limit to $250 million and extend the maturity to February 2010. Interest on the amended
line of credit is charged, at the Company’s option, at either LIBOR plus a margin or at the agent’s base rate.’
The margin on the line of credit varies from 0.875% to 1.875% (1.125% at December 31, 2006), dependmg
on the Company’s cash flow leverage ratios as defined in the amended agreement. The Company also pays

. . - 1
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a fee on the unused pcrtlon rangmg from 0.25% to 0.30% (0 25% at December 31, 2006) based on* the y

Company’s cash flow leverage ratios. The weighted average interesi rate (mc]udlng margm) on ‘the line of

credit at, December 31, 2006 was.6.5%. On September 30, 2005, the Company entered into an interest rate

“cap agreement ‘with a notlonal amount of $15.0 million of the Comparfy s outstandmg floating rate line of -

credit fof a term of 24 months at a fixed rate of 4.5%. This interest rate cap agreement has been determmed
tobea perfectly effectlve cash flow hedge. See Note 13 .

ln December 2005 the Company issued $40 0 million of 6 12% semor unsecured notes due in

December; 2015.- The notes'are payable in six equal annual payments begmnmg December 2010. Net
" proceeds received from the i issuance of the notes were used_to reduce the amount outstandlng under the
Company’ sbank lme ofcredlt ) L T TR
The credlt agreements governing the line-of credit and the senior unsecured notes require the Company
'to maintain certain financial ratios. The Company is in compliance with all covenants or other requirements set
forth in its credit agreements as amended - - . N -

‘‘‘‘‘

~As-of December. 31, 2006, annual maturities of the outstanding long-term debt, including the -

Company’s line of credit, for each of the five years after December 31, 2006 are as follows (in thqnsands): _
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9.  Income Taxes °

b,

The components of the Company’s deferred tax assets and liabilities as of December 31, 2006 and .

2005, were as follows (in thousands)

e ' o o -2 2006 12005
Deferred tax assets: ' -
" Allowance for valuation of merchandise held for disposition.............. ~ $§ 427 § 402
Tax over book accrual of finance and service charges............................'... 5511 F - 4,752
Allowance for cash advance LOSSES........c.cvvvvveeiecvinreiseereenneernesrresrrsrreseas ' 7.351 « 2,515
Valuation of notes receivable — sale of d:scommued Operations................ 947 " 1,565
. Deferred compensation............. fiteteemeeammenesseteteeeane e s i e e eranreeseenbess bersarnes . - 4,193 3,037
.- - Netcapital losSES ..c..oecrceciieriiirinisinre e, bbb . 20 . . 180
' Other......oviiiiiiccne s SR S SRR——— . 1,640 1,089 !
Total-deferred 4ax aSSeLS......ooceeviee e SRR e - . 20,089 . - 13,540
i - Valuation allowance for deferred 1ax assets...........coovrininniienivinnnnn, . — _{63)
iy - Deferred tax assets, Nt ...iv.ovevrviinviirienierionns ereeeeree ieerseer—eesanbeae s eaeseares . 20,089 13475 -
1. . Deferred tax liabilities: . ‘ . ) . S
» Amortization of acquired intangibles..........covvvvirierversennrens e ereenn . 11,524 8,505 |
Property and equipment ..o 3nz7 4,169
L0011 1T PP USRI 1,294 871
Total deferred tax Habilities .......ccociniiiiiiniin e ooy 16,535 . 13,545
Net deferred tax assets (liabilities)........... s § 3554 8 {70} .
Balance sheet classification: . , o . e o4
Current deferred 1ax assets......cccveeveveeeeeeeeceeeeeeen. P e i §16,324 $ 11 274
Non current deferred tax lrabllmes...................1.._ .................. SRR { 12?770), (11 344)
Net deferred tax assets (llabllmes) .......... FER R verenreeerernean $- 3554 § (70)

- The components of the prov1sron for income taxes and the income to which it relates for the years

ended December 31, 2006, 2005 and 2004 are shown below. (in thousands):

) 2006 2005 . .2004

Income from continuing‘operations before income taxes................ M M& Q@
Current provision: ‘ : '

Federa]. ................................... $36,582 §$ 26291 § 13,887

State and [ocal ... T s ‘2,284 ~1,401 - 1,097
38866 - _ 27692 14984
Deferred (benefit) provision: _ ) '

Federal..oovoic e T(3,203) ' . (1,845) 5,008
‘State AN 10CAL ..o.vvveronieeveresssissennesseeesCoere oot seses e (435 214 T 66 ¢
' {3,638) (1.631) 5074

TOtal PrOVISION .. oo oot e, SO . 835228 § 26,061 ;S_Z_D_,QS_@‘ '
. '5 . .
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The effectlve tax rate on income from continuing operations dlffers from the federal statutory rate of
35% for the following reasons ($ in thousands): -

2006~ . 2005 . _2004

Tax provision computed at the federal statutory income tax rate.. $ 33,659 $24 809 319,258
State and local i income taxes, net of federal tax benefits... v~ 1,203 1,050 - 756
Valuation alloWance ... ceeecssvsvster s s s s . (65) (123) {166)
Other....oovireirimsimnienesereeeas et 431 325 210

Total provision ....civ..viverereeen. OSSO $35228  $26,061 M

Effective tax rate ......... et ann et __-366% $ 36.8% 36.5%

As of December 31, 2006, the Company had net ‘capital loss carryovers of $54,000. These losses
may only be used to offset net capital gains. Any unused losses expire in 2007. The deferred tax valuation
allowance at December 31, 2005 was provided to reduce deferred tax benefits of capital losses that the
Company did not expect to realize. During 2006 and 2005, the Company reduced the valuation allowance
by $65,000 and $160,000, respectively, as a result of capital gains arising during those years or expected to
arise in the carryforward years. The decrease in the-valuation allowance during 2005 includes $37,000,
attributable to gains recognized on disposal of discontinued foreign operations. The tax benefit resulting
from that portion of the decrease reduced the tax prov1s10n on the gain from dlsposal of dlscontmued foreign
operations (see Note 17). .

10. Commitments and Contingencies
Leases « The Company leases certain of its facilities under operating leases with terms ranging from 3 to 15
years and certain rights to extend for additional periods. Future minimum rentals due under non-cancelable

leases for continuing opergtions are as follows for each of the years ending December 31 (in'thousands):

2007 o e e b $ 34,473

2008 . ererreerenh e i aees e riraasanee eeeains et 28,397
2009 e Trveeens evereerre e s v arene et e aenenanaaand e e, ©21,905
2010 oo e e e bt ek b ek bR R bt e st enteR SR T R TR g e st enseanteaneeneenneeseenreen 12,910
] 02 O OO OO et e ———— 8,498
TR O ...ttt eciee s e ebe e st e e s e e rrb e s e e e e e e e rneesaa e anesatesenbmmenot sabebenneeabeenanenans - 18,168

TOEAL ..ottt ettt e te s s e s e e e e sae e sbeeebe e b aes b e es e eR b ean b er e e R e rr g e ae e re e e saanseanbees e e enseneenne $124,351

~ Rent expense for continuing operations was $34.0 million, $32.6 million and $24.7 million for.
2006, 2005 and 2004, respectively.

- Earn-Out Payments ¢ The Company has agreed to pay up to five supplemental earn-out .payments during
" the two-year period after-the closing of the acquisition of CashNetUSA. See Note 3 for further discussion.

Guarantees » The Company guarantees borrowers’ payment obligations to third-party lenders. At °
December 31, 2006, the amount of cash advances guaranieced by the Company was $24.7 million
representing amounts due under cash advances originated by third-party lenders under the CSO program.
The fair value of the ]lablllty related to these guarantees of $1.2 million was included in “Accounts payable
and accrued expenses * in the accompanying financial statements.

~ The Company guarantees obligations under certain operating leases for the premises related to 3

-+ stores sold in June 2002 from a discontinued operating segment. In the event the buyer is unable to perform .

under the operating leases, the Company’s maximum aggregate potential obligation under these guarantees

was approximately 5544 000 at December 31, 2006. This amount is reduced dollar-for-dollar by future
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‘11. - Stockholders’ Equlty o S ' , '

amounts paid on these operating leases by the buyer. If the buyer fails to perform and'the Company‘ must
make payments under these leases, the. Company will seek to mitigate its lossés by subleasmg the propertles
or buying out of the leases.

1

Litigation » On August 6, 2004, James E. Strong filed a purported class action lawsuit in the State Couit of

‘Cobb County, Georgia against Georgia Cash America, Inc., Cash America International, Inc. (together with

Georgia Cash America, Inc., *“Cash America”), Daniel R. Feehan, and several unnamed officers, directors,
owners and “stakeholders” of Cash America. The lawsuit alleges many different causes of action, among
the most significant of which is that Cash America has been making illegal payday loans in Georgia in
violation of Georgia’s usury law, the Georgia Industrial Loan Act and Georgia’s Racketeer Influenced and
Corrupt Organizations Act. Community State Bank (“CSB”) for some time made loans to Georgia residents
through Cash America’s Georgia operating locations. The complaint in this lawsuit claims that CSB'is not
the true lender with respect to the loans made to Georgia borrowers and that its involvement in the process is
“a mere subterfuge.” Based on this claim, the suit alleges that Cash America is the “de facto” lender and is
illegally operating in Georgia. The complaint seeks unspecified compensatory damages, attorney’s fees,
punitive damages and the trebling of any compensatory damages. The parties are currently in dispute over
the scope of the discovery requests made by the plaintiffs, and Cash America has appealed a recent State
Court discovery ruling on this issue. Cash America is also seeking enforcement of the arbitration provisions
and has filed a Motion to Stay and Compel Arbitration with the State Court. The Company believes that the
plaintiffs’ claims in this suit are without merit and is vigorously defending this lawsuit.” There is also a
related federal court action pending, wherein Cash America and CSB commenced a federal lawsuit in the
U.S. District Court for the Northern District of Georgia seeking to compel Plaintiffs to arbitrate their claims
against.Cash America and CSB. The U.S. District Court dismissed the federal action for lack of subject
matter jurisdiction, and Cash America and CSB have appealed the dismissal.of their,complaint to the U.S
Court of Appeals for the 11th Circuit. Oral arguments on this appeal took place in November 2006 and
Cash America is awaiting the appellate court’s decision. The Strong litigation is still at a very early 'stage
and neither the likelihood of an unfavorable outcome nor the ultimate Ilablllty if any, w1th respect to this
Iltlgatlon can be determined at this time. . T -

7 . The Company is a defendant in certain lawsuits.encountered in the ordinary course of its business.
Certain of these matters are covered to an extent by insurance. In the opinion of management, the resolution

1
- of these matters will not have a materlal adverse effect on-the Company’s financial position, results of

-

operatlons or liquidity. . - ST - » :

!

During 2006 and 2005, the Company recelved net proceeds totalmg $7.2 million and $2.2 million
from the exercise of stock options for 662,828 and 225,134 shares, respectwely The Company issued
578,793 treasury shares valued at $12.6 mllhon in connection with the acqunsmon of SuperPawn in 2004

‘The Company recelved 7 379 sharés and 2 ,988 -shares during 2006 and 2005, respectwely,rof its -
common stock vaiued at $188,000 and $67,000, respectively, as partial payment of taxes for shares issued under
stock-based compensatlon plans and 5 605 shares durmg 2004 valued at $130,000 for the payment of stock
exercise price.” ’
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: . On April 20; 2005, the Company’s Board of Directors authorized ' management to purchase up to a
total of 1,500,000 shares of"its common’stock from timé to time in open market transactions and terminated
the existing open market purchase authorization established on July 25, 2002. The following table
summarizes the aggregate shares purchased under these plans durmg each of the three years ended
December 31: . ' : -

A

- 2006 2005 2004 -

Shares purchased:- :
<" Under 2002 authorization - —_ *122,000 173,200
Under 2005 authorization 256,500 178,300 = .
Total shares purchased............ccoo.e.... ESERR - . 256,500 _300,800 ' _173,200
Aggregate-amount {in thousands) ........ et ere st e $ 9366 "8 6130 § 3976
Average price paid per SHATE .ocovvcrnrrencicsrrcscnscscnenctonsee - 9 36,51 $ 2038 § 2296 ..

Periodically, shares are purchased in-the open market on behalf of participants relating to the Non-
Qualified Savings Plan. Certain amounts are subsequently distributed or transferred to participants’ 401(k)
account.annually based on results of the plan’s non-discrimination testing results. ACthltleS during each of
‘the three years. ended December 31 are summarlzed as follows

¢

o B L 2006 2005 . _. 2004 . -

- Purchases: - : . . C - ST
Number ofshares SRR AUOUORR Y A | 7.) WS B I X R 13,355 -
Aggregate amount (m lhousands).............'....-.....................s.. $ .25 %5 258 % 315

Distributions and transfers to 401(k) savings plan: Sl T . : .
. Number of shares .. wrerrrersesereersn s snsarerest 12,837 - 16,441 8,162 ..

+. Aggregate amount (m thousands) SRR TRAOR. | 185 5 .-.215- .8 8

. .. g

The Board of Dlrectors adopted an” off icer stock loan program (the “Program”) in 1994 and
modified it in 1996, 2001 and 2002, The 2002 amendment, which was adopted in response to the
. requirement of the Sarbanes-Oxley law, provided that no further advances would be made to existing
participants and closed the plan to new. participants: Prior to the 2002 ameéndment, Program participants
used loan proceeds to acquire and hold the:Company’s and affiliates’ common stock by means of stock
option exercises or otherwise. Common stock held as a result of the loan is pledged to. the-Company in
support of the obligation. Interest accrues at 6% per annum. The entire unpaid balance of principal and.
interest on these loans is due and payable on July 24, 2007. Amounts due under the Program are reflected -
as a reduction of stockholders’ equity in the accompanying consolidated balance sheets. -

In November 2005, the Company’s Chief Executlve Ofﬁcer adopted a pre arranged systematic
trading plan to sell company shares pursuant to guidelines specified by Rule 10b5-1 under the Securities and
Exchange Act of 1934 and with the Company’s policies with respect to insider sales (the “Plan”). From
November 2005 through June 2006, the Company’s Chief Executlve Officer.exercised stock-options and
_ .sold Company shares under the Plan. The Chief Exécutive Officer used proceeds from the sale of shares
* under the Plan to fully repay his pre-2003 secured loan under the Company s now discontinued ofﬁcer stock
toan program and accrued interest thereon totaling $2.1 million. In 2006, the Company’s Chief Fmanmal
Officer and another executive officer also paid a total of $985,000 (including accrued 1nterest) to fully repay
similar officer stock loans. .

12. Employee Benefit Plans

The Cash America International, Inc. 401(k) Savings Plan is open to substantially all employees.
Beginning January 1, 2006, new employges are automatically enrolled in this plan unless they elect not to

78




CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

participate. The Cash America International, Tne. Nonqualified Savings Plan is available to certain members
of management. Participants may contribute up to 50% of their earnings to these plans subject to regulatory
. restrictions. The Company makes matching cash contributions of 50% of ‘each participant’s contributions,
based on participant contributions of up to 5% of compensation. Company contributions vest at the rate of
20% each year after one year of service; thus a participant is 100% vested after five years of service. The
Company’s total contributions to the 401(k) Savings Plan .and the Nonqualified Savings Plan were $1.6
million, $1.1 million and $1.0 million in 2006, 2005 and 2004, respectively.

In addition to the plans mentioned above, the Company established a Supplemental Executive
Retirement Plan (“SERP™) for its officers in 2003. Under this defined contribution plan, the Company
makes an annual discretionary cash contribution to the SERP based on the objectives of the plan as
approved by the Management Development and Compensation Committee of the Board of Directors. The
Company recorded compensation expense of $561,000, $510,000 and '$513,000 for contributions to the
SERP durmg 2006, 2005 and 2004 respectively.

Amounts included in the ‘consolidated balance sheets relating to the Nonquallﬁed Savings Plan and
the SERP were as follows (in thousands)

As of December 31,
L 2006 2005 -
Other receivables and prepaid €Xpenses ..o erevecrevrerimsriarnmininins eveceeeees ¢ 7211 § 5399
* Accounts payable and accrued eXpenses ... [T 7,764 15,909 -
OLher lIADIHES . .oovieiivei i eresre e ettt m bbb 913 869

Treasury shares............. e ry e aneenenns e teteeereerre s s e eeeeeenneneeea - 950 900

13.  "Derivative lnétrnments and Hedging Activities

" On September 30, 2005, the Company entered into an interest rate ¢ap agreement with 'a notional

. amount of $15.0 million to hedge a portion of the Company’s outstanding floating rate line of credit for a term
of 24 months at a fixed rate of 4.5%. This interest rate cap agreement has been determined to be a perfectly
effective cash flow hedge. The change in the fair value of the effective portion of hedge is récorded in
accumulated other comprehensive income ($20,000 at December 31, 2006) and reclassified into earnings when
the hedged interest payment impacts earnings (548,000 during 2006). The estimated -net amount to be
reclassified into eamings as interest expense through the end of the contract is $54,000. The change in the fair
value of the ineffective portion of the hedge, if any, will be recorded as income or expense. The fair value of

" the interest rate cap agreement of $85,000 at December 31, 2006 is 1ncluded m “Other recelvables and
prepaid expenses” of the accompanying consolidated balance sheet.

=~ During 2005 the Company entered into foreign currency contracts totaling 68 million Swedish kronor
(approxnmately $9.9 million at maturity) with respect to a portion of the expected pr1nc1pal to be received under
two.notes received upon the sale of the foreign pawn lending operations, to minimize the effect of market
fluctuations. Under the contracts, the Company will receive fixed total payments of $9.9 million and will pay
the counter parties a total of 68 million Swedish kronor upon maturity (March 31, 2007) unless the contragts are
effectively extended through the establlshment of a.new contract maturing in the future. These contracts
resulted in a net foss of $1.1 million during 2006 and a net gain of $731,000 during 2005. These: gains and
losses are netted in the foreign currency transaction gain (loss) in the consolidated statement of income.
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14. Stock Purchase Rights

In August 1997, the Board of Directors declared a dividend: distribution’ of one Common Stock
Purchase Right (the “Rights”) for each outstanding share of its common stock. The Rights become
exercisable in the event a person or group acquires 15% or more of the Company’s common stock or

announces a tender offer, the consummation of which would result in ownership by a person or group of .

15% or more of the common stock. If any person becomes a 15% or more shareholder of the Company, each
Right (subject to certain limits) will entitle its holder (other than such person or members of such group) to
purchase, for $37.00, the number of shares of the Company’$ common stock determined by dividing $74.00
by the then current market price of the common stock. The Rights will expire on August 5, 2007,

15. Stock-Based Compensation |

Under the equity compensation plans (the “Plans”) it.sponsors, the Company is authorized to issue
9,150,000 shares of Common Stock pursuant to “Awards” granted as incentive stock options (intended to
qualify under Section 422 of the Internal Revenue Code of 1986, as amended), nongualified stock options
and restricted stock units. At December 31, 2006, 1,269,598 shares were reserved for future grants under
these equity compensation plans. Historically, the Company has purchased its shares on the open market
from time to time and reissued those shares upon stock option exercises and stock unit conversions under its
stock-based compensation plans. During 2006, 256,500 shares were purchased on the open market with an
average purchase price of $36.51 per share.

Stock Options  Stock options currently outstanding under the Plans have contractual terms of up to 10
years and have an exercise price equal to or greater than the fair market value of the stock at grant date. On
their respective grant dates, these stock options had -vesting ranging from | to 7 years. However, the terms
of options with the 7-year vesting periods and certain of the 4-year and 5-year vesting periods include

provisions that accelerate vesting if specified share price appreciation criteria are met. During 2006, all of

the previously unvested outstanding stock options representing 22,500 shares were accelerated. The
Company recognized total compensation expense of $378,000 ($246,000 net of related income tax benefit)
for 2006, including a cost of $199,000 ($130,000 net of related income tax benefit) for the effect of the
accelerated vesting. During 2004, 576,547 shares vested due to the acceleration provisions. No accelerated
vesting of stock options occurred in 2005. At December 31, 2006, there was no unrecognized stock option
expense.

A summary of the Company’s stock option activity for each of the three years ended December 31
is as follows (shares in thousands):

2006 2005 o 2004

Weighted  ° Weighted Weighted

- Average Average ' Average

- Exercise Exercise’ Exercise

Shares - Price Shares Price Shares Price

Outstanding at begmmng of year. 1,403 $ 1031 1,633 $ 10.26 2,342 ¥ 9.5
Exercised .......cococooeioviniiicnns (663) 10,93 ° (225) 978 ©  (707) 2.58
Forfeited ................. et ' — — (5 17.14 2 10.13
Qutstanding at end of year........... 740 $ 976 1,403 ~ $ 1031 _1,633 $ 1026
Exercisable at end of year............ 740 $_936 1,358 $ 10.09 1,583 3 10.04
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~ Stock options outstanding and exercisable as of December 31, 2006, are summarized belowr(shares' -

»

in thousands): : R
Options Outstanding R : N ‘ Opnons Exercisable .
’ . Weighted Average Weighted -
. Weighted ' Years of Average
. Range of Number Average Remaining Number Exercise’
Exercise Prices Qutstanding _Exercise Price _Contractual Life Exercisable Price
$ 594 10§ 941.. 156 °~ % 785 5.0 ' 156 - 8§ 78%
$ 942 10 $12.63.. 553 996 - 9. 553 9.96.

$12.64 to $17.14... 31 15.92 42 31 15920
$ 5.94 to $17.14... - 41 $ 9.76

bl
E
ta

The outstanding stock options (all exercisable) at December 31, 2006 had an agpregate mtnnsw
value of $27.5 million and the stock options exercised during 2006 had an aggregate intrinsic value of $15.3
million. Income tax benefits realized from the exercise of stock options for the year ended December 31,
.- 2006 and 2005 were $5.4 million and $1.0 million, respectively. The portion of tax benefits’ recorded as
increases to additional paid-in capital was $5.3 million .for the year ended - December 31, 2006, Whlch
represented the tax benefits realized upon exercise of stock options in excess of the amounts recogmzed in
the financial statements for 2006. No compensation expense related to the stock options was recorded for
2005 and 2004, therefore, all of the tax benefits recorded upon exercrse of stock options were recorded as
increases to additional pard in.capital. : : - o R T

Restricted Stock Units « In January 2004, the Company changed its approach to equity: based compensanon-
awards and, in lieu of stock options, granted restricted stock units-(“RSUs” or singularly, “RSU”) to its
‘officers under the provisions of the 1994 Long-Term Incentive Plan. Tn April 2004, the Company- adopted _
the 2004 Long- -Term Incentive Plan and has since granted RSUs to company officers and to the non-
management members of the Board of Directors annually. Each vested RSU entitles the hoider to recewe a
share of the common stock of the Company. For Company officers, the vested RSUs are to be issued; upon
vesting or, for certain awards, upon termination of employment with the Company. -For directors, vested
RSUs will be issued upon the director’s retirement from the Board. At December 31, 2006, the outstanding
RSUs granted to Company officers had vesting periods ranging from 4 to 12 years, director RSU§ ‘had
_vesting periods ranging from | to 4 years. The amount attributable to RSU grants is amortrzed to expense
“over the vesting penods of those awards followmg the grant dates. R

Compensatlon expense totaling $2.2 mlllion ($l 5 m1|l10n net of related taxes) $1.7-million ($1 1

million net of related taxes) and $1.2 million ($779, 000 net.of related taxes) was recognized for 2006, .2005

_and 2004, respectively, for all of the above restricted stock units granted. Total unrecognized compensatlon

cost related to restricted units at December 31, 2006 was $6.2 million Whtch will be recogmzed over a
weiglited average period of approximately 4.9 years, .
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o Tﬁe-fo]lowing table summarizes the.restricted stock unit activity during 2006, 2005 and 2004:

2006 - 2005 2004

Weighted " Weighted . Weighted

Average Average Average

Fair Value Fair Value Fair Value

" at Date of - at Date of . . atDateof

' —Units .~ Grant__ - _Units ._Grant Units ~_Grant

Outstanding at beginning of year, 395,591 $ 21.30 342,798 $ 20.31 233,223 $ 19.23
Units granted ..........ccoccvieieeinnn, 106,248 24.87 100,061 " 2499 114,749 - 22.63
Shares issued .ovvveeee, (28,742) 25,57 {12,115y 2246 -— -
Units forfeited........ TR __(2,068) 25.18 (35.153) ,_21.75 (5.174) 22.84
Outstanding at end of year......... 471029 3 21.83 395,591 § 2130 342,798 3 2031
Units vested at end of yéar..t....... 127,267 * § 19.56 74,901 +$20402 _2611) ~ $19.23

The '0utstanding.RSUs had an aggregate intrinsic value of $22:1 million and.the outstanding vested
RSUs had an aggregate intrinsic value of $6.0 million at December 31; 2006. Income tax benefits realized
»from the issuance of common stock for the vested RSUs for the year ended December 31, 2006 and 2005
-~ were $259,000 and $111,000, respectively. The portions of: these benefits recorded as increases to
additional paid-in capital .were 32,000 and $15,000 for the year ended December 31, 2006 and 2005,
respectively. The income tax benefits recorded as increases to additional paid-in capital represent the tax
benefits realized upon issuance of common stock in excess of the amounts previously recognized in the
financial statements.

16. Stipplemental Disclosurés of Cash Flow lnformation
. - K i .t

The followmg table sets forth certam cash and non- cash actmtles for the years ended December 31
(|n thousands)

N 2006 2005 - 2004
Cash paid duririg the year for — ' - '
IEEIEST .. T e s R i e I “$ 12,311 -$711,153 0§ -8274
[NCOME AXES .1....viveevee v sisesseeerins s fecivartaisrise oot 32,388+ . 27,464 ° 11,067
Non-cash investing and financing activities— = ' S oo BT
Pawn loans forfeited and transferred to merchandise he]d for
dISPOSIEON L.evetl bt SR e S1TI88 5156766 $130,971
Pawn loans renewed .......ccoeeveeeenn, ORI IR . N 78942 - 77,878 . 46,008
Cash advances renewed. .. . : L 89,427 J14336 0 - 7404
, Notes payable issued in acqu151t10n........‘...-.....: ......... e . . == — 12,500 .
Notes receivable received from sale of subsndlanes............. ............. — L= 7.962
Common stock issued in AcqUiSIIONS.....ccoooeoiiiiiiir e — - 12,562
Liabilities assumed in AcqUISTHONS ........ocvevievevieeceeererce e 536 172 950
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"+17. Discontinied Operations - . STl e _
. o .2 . . + Y . \' ; 'E

In order to dedicate its strategic efforts and resources to the growth opportunities of pawn lending
and cash advance activities in the United States, the Company sold its foreign pawn lending operatlons in
the United Kingdom and.Sweden to Rutland Partners LLP in September 2004. After paying off the
outstanding balance of the rhulti-cutrency line of credit, the Company received $104.9 million cash and two
separate subordmated notes receivable valued at $8.0 million.” The Company realized a gain of $19.0
‘million ($15.4 milliofi net of relafed taxes) upon the sale of the discontinued operattons The amount of
-goodwill included in the determination of the gain was $18. 5 m|l]10n In connectlon with the sale the

- Company declared a special dividend of $0.30 per share to its shareholders that was patd in December 2004,

The special dividend reflects a share of the significant gain realized on the sale o A i

The two subordmated notes ‘received are the obligation of the company that acqulred the Swedlsh
pawn lendmg operatlons and are both subordinated as to rights and payment terms to ‘certain senior lénders
in the transaction. The senior subordinated note received in the maximum prmmpal amount of SEK 80.4
million (approx1mately $10.7 million face valu¢ at the date of sale w1th a dlscounted value after currency
translation adjustment of $8.8 miilion’ at December 31, 2006) bears.a’ coupon rate of 8.33% per annum
(effective yield of 16:4% per annum) payable quarterly with scheduled prmcxpa] payments due between
2007 and 2011 subject to terms of the senior indebtedness. "Theé convertible junior subordmated note
received in the amount of SEK 13.4 million (approximately $1.8 mll-hon face value at the date of sale with

discounted Value after currency translation adjustment of $912, 000 at December 31, 2006) bears a coupon-'_

rate of 10.0% per annum (effective yield of 25:5% per annum) payable quarterly w1th the entire principal or
remaining unconverted pnnc1pal due in 2014 ' . . -

As the issuer of the two subordinated notes-is heavily-leveraged-with mlmmal equity, and due to the
subordination feature and the payment structure-of the two rotes; the Company has ‘valued the notes, based
on comparable yields for securities of this nature and discounted the senidr subordinated note with 8.33%

coupon rate and face value'of $10.7 million to $7.2 million‘at the date‘of sal€ to yield 16.4% per annum, and

the junior subordinated convertible note with 10.0%.coupon.rate and face Value of $1.8:million to $765,000 ..

at the date. of 'sale to ‘yield'25.5% per annum. Foreign- currency transaction -gains (losses) of $296,000,
$(834 000) and $1.1 million.on the U.S. dollar.equivalent. value of the;subordinated notes and the accrued
interest receivable for 2006, 2005.-and 2004, - respectively; were recognized:in the Company’s consolidated
statements of income when' incurred: These foreign currency transaction gains (losses) include offsettmg
losses of $1.1 million for 2006 and gains of $731,000 for 2005 recognized on foreign currency forward

contracts totaling 68 million SEK (or approximately $9.9 million -at maturity of these contracts) that the

- Company estabhshed in 2005 to minimize the financial 1mpact of currency market fluctuations.
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The summarized - financial information for the discontinued operations for- the years ended
December 31, 2005 and 2004 is as follows (in thousands, except per share amounts):

; Year Ended
December 31
| ) 20059 20040
Revenue- , .
Finance and service charges.......................... e . - — § 23820
Proceeds from disposition of merchandlse S ’ — 15,433
Check cashing royaltles and fees ..o T — 1,771
Total Revenue .................................................................... — 41,024 °
Cost of Revenue
Disposed merchandise ...t S 11,140
Net-Revenue.................... .............................................. R 29884
Expenses L S
OPEIAtIONS ...ovvoooeveee i —_ 13,865
CAAMHDISIEALON oot Dot eee e e ee e e sn e — L4365
Depreciation and amortization ...................o.cooeeeeeioeeees — 1,963 -
© Total EXpenses............cooilieennini b — 20,193
. Income from Operatlons .................................................. — 9,691..
Interest expense and Other, BEt.........coo.oovvvvvvesvrerene. = 430-
, lncome before lncome Taxes. ..ol . ' i 9,261
PrOVISION fOr INCOME TAXES. .. ovverereeerererereereererssessesseenee — 2,806
Income from Operatlons before Gain on Disposal........ : — 6,455

i,- -Gain on disposal.of discontinued 6perations net of
' _.applicable of income (taxes) benefits of $253 for 2005
. and $(3,608) for 2004................. SRS

. Income from Discontinued Operatmns

Diluted Income Per Share frnm Dlscontmued ’ _— s

rOPErations.............cooerseeeens it T £ 001 5 074

U For pertod from January l 2004 through September 7, 2004 (the date of sale).
@ The 2005 incomie tax beneft from discontinued-operations represents the tax benef'ts
resultmg from final tax adjustments to-the 2004 foreign operations tax retumns,

18. Operating Segment Information I "

The Company has three reportab]e operatmg segments pawn-lending, cash advance and check

. cashlng The cash advance and check cashing segments are managed separately due to the different

operational strategies required and, therefore, are. reported as separate segments. To more accurately °
estimate the administrative expenses associated with each operating segment, the Company began in the
second quarter of 2006 to allocate its aggregate administrative expenses on a different basis. Management
believes that the current methodology creates a more balanced allocation among the segments based on the
time, resources and activities associated with ‘the Company’s administrative activities of each operating
segment All prior periods in the tables below have been revised to reﬂect this change in the-allocation of
administrative burden. The revised..allocation has not changed the consolidated- performance of the
Company for any period. There are no other changes to the segment results other than to the administrative
expense allocation. A comparison of the expense allocatlons under the current and previous methodologles
are found in.Note 19 - St
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‘As descnbed in Note 17, the results of operatlons of its foreign lending operatlons business has been

classified as. discontinued operations. - These .operations. were previously reported as a separate operatmg
segment. The segment data included below has been restated to exclude amounts related to &theSe
discontinued operations. Information concemmg the operating segments is set forth below (m thousands)

Pawn - Cash Check : X i
Lending Advance = ._Cashing  Consolidated
Year Ended December 31, 2006: : ’ _ ' :
‘Revenue ' o, :
Finance and service charges reverrrrire e 3149472 § — % @ = % 149, 472
. Proceeds from disposition of merchandise........... 335,552 - . — 335,552
Cash advance fees .......ccooeveeereeverectont 43,676 151,429 — 195, 105
Check cashing fees, royalties and other.......... L. ) — 9.160 . 3928 _.-13, 085

Total revenue............ e vereegeseeeeseseeeenseenn S 528,700 160,589 © 3,925 - 693, 214

Cost of revenue = disposed merchandlse..‘.....:....' ..... - _204.929 - — . = 204, 929

-Net revenue............. reeereresaeesergurasiadheoncraa e enenees 323,771 160580 ' 3925 . 488,285
Expenses - : L o . A T

Operations ... tc......... s et 178,143 66,438. 1,304 245,885

* Cash advance 10SS provision........ccocceeveeeievieinenen 15377 - 44,186 —_ 59,563 -

ADMINISITALION. ..o e - 28,520 21,494 . 1,492 C. 51,506 .
Depreciation and amortization JR— 18,579 - 8357 . 376 __ 27312

Total expenses .................. AT CIR e . 240,619 _ 140475 3,072 384,266

Income from OPETAtIONS ....vvovveevrisessseessenens e .- 8 B35 0§ 20114 3 753  §.104,019°

Expendltures for property and equipment ........ e B 317,645 $ 82740 § 436§ 46355

‘As of December 31, 2006: R P

Total assets..._.:;.........’ ...................... T S § 545,593 . £223131 § 7520 . %'

" Year Ended December 31.2005: e ) ‘

Revenue ) : ] . . ) '1
Finance and service charges ..........cooooveiiioncninnc $ 139772 8 — 3 —  $139,772
Proceeds from disposition of merchandise............. 301,502 = — 301,502
Cash advance fees ... AT 41,405 100,663 — 142,068

" Check cashing fees royalttes and other ............ e 7.185 3.819 . 11,004

TOtal FEVENUE ....cvveerr i) e N - 482679 107,848 - 3,819 594,346

Cost of reveniue — disposed merchandise....:...o0.... 183,799 . — - 183,799

NELTEVENUE. ..o e 298.880 107,848 3819 '410,547. .

f e . - - . L

Expenses Soor ok . . ‘ Lo
Operations ........cocoeeeeeveueeennee. . vt S 167,272 51,706 1,379 220 357,

- Cash advance loss provision ......0........ P ST T 15,663 27,171 — 42,834
Administration ..., 25,751 -16,325 Jd,151 43 227'
Deprecnatlon and amomzauon ............................... 15,786 7.299 - 332 23.41 7»

. . . . '

Total expenses ......................................................... 224472 102,501 2,862 329,835¢

Incomie from OPErAtions...............vvveervereerrrerrressenns $ 74408 $_ 5347 § 957 $ 80,712

Expenditures for property and equipment .............. $ 19961 $ 708 § . 208 - § 27 255! )

" As of December 31, 2005: - o S ‘ :

Total assets .......... TSRO PSP RUTUUTPUYR PRI $ 475527 § 115778 . § 7343 . }3.598.648'

. ‘ . 1
r
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Pawn, . Cash Check - - . .
. , : . - Lending Advance Cashing . Consolidated

Year Ended December 31, 2004 N ' )

Revenue: ‘ . _ . roe . _ S
Finance and service charges .........c..ocooveveevenenne. $110495 % e $ 110,495
Proceeds from disposition of merchandise..........., 250,291 — — 250,291
Cash advance fees .............cccoivmmvcicnvneveeinnns 32,952 66,250 - — 99,202
Check cashing fees, royalties and other................ — 5,904 3,586 9.490

TOLA] TEVETUE errvevvvvreserreeieiesss e esesesssss s 393,738 72,154 3,586 469,478

Cost of revenue — disposed merchandise.................. 153.866 — — 153.866

NELTEVEIUL ...ttt sre e saeans 239.872 72,154 3.586 315612

Expenses i " o

+ Operations ... 0....cooeveeenl eeeeeeseeeeereanreenteeernne 134,878 36,982 1,417 o 173,277

. Cash advance 10ss provision.l.......cceeeinireieinionnes 8,750 14,779 . — . 23,529
AdmMIDISITAtON. ..., R 24,430 14,553 . 1,200 40,183
Depreciation and amortization................cc.ccccoo..... 11,984 4,754 472 17.210

Total eXPenses ..........o.veeveervereeennn. e 180,042 71,068 3,089 254,199

Income from operations. ... iinencceeeene $ 59830 § 108 § 497 5§ 61413

* Expenditures for property and equipment ........ N $ 14,107 $ 14269 § 115 - § 28491
As of December 31, 2004; ‘ _
Total ASSELS ..ccovovveveirrrererrirreerens T . $442,420 $105650 § 7,095 § 555,165
19. Su.pplemeqtfa'l Disclosure (')f:Operating Segment Information oo

As described in Note 18 above, the Company revised the method of allocating its aggregate
administrative expenses in the second” quarter of 2006. The following tables provide comparative
information by operating segment showing the current and previous allocation methods for each of the three
years ended December 31, 2006 (in thousands): )

Pawn Lending . ___-Cash Advance 7- ‘ ) Check Cashing
. Current Previous Current Previous Current ... Previous
Method Method Method . _Method Method Method

Year Ended December 31, 2006:

TOAl TEVENUE ..o eeeevsiveeseesevae $ 528,700 § 528,700 S$ 160,589 § 160,589 $ 3925 §$. 3925
Nel TRVEIUE oo e e e eea e eann - .323,71 331 160,589 160,589 3,925, 3,925
AdmInISITation ..........ococoeveecieiciinerr s 28,520 38,937 21,494 11,323 1,492 1,246
All other CXPENSES ..o erecrnnsnenees 212,099 212,099 118,981 118,981 1,680 1,680
[ncome from operations ..........ccceevvvvevsvnnns 83,152 72,735 © 20,114 30,285 753 999
Year Ended December 31, 2005: _ ' C ' ' ‘
Total TEVENUE ......cooviviirriririerereisairisereesiinnes $ 482,679 § 482,679 §$ 107848 3 107,848 $ 3.819- § 3819
NELTEVENUE ....oocvviirririiiririnieie e innirisesenasinres 208,880 298,880 107,848 107,848 ‘ 3,819 3,819
AdMINISITAHON ..o ceeee e ennee s - 25,751 32,769 16,325 9,503 1,151 955
All other exXpenses..........cocoveveivissrecsesessenns 198,721 198,721 86,176 7,299 1,711 ~ 1,711
Income from operations ...l 74,408 67,390 - 5,347 12,169 - 957 1,153
Year Ended December 31, 2004: ' B
TOtal' FEVENUE ..o $ 393,738 $ 393,738 $ 72,154 § 72054 8§ 3,586 © $ 3,586
Net reVenue ....oooveeveeeeeeeeeeeeeeeeenn SRR 239,872 239,872 72,154 72,154 3,586 3,586
AdmIinistration ... icveeieirieee e 24,430 30,034 14,553 9178 1,200 971
All other expenses...........ccovne. SO 155,612 155,612 56,515 56,515 . 1,889 1,889
[ncome from operations ........c.ccooceevrecinnne 59.830 - 54226 1,086 6,461 497 726
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'20. Pro Forma Financial Information

The initial purchase price with the first contingent payment measured as of December 31, 2006 for
the acquisition of CashNetUSA was less than 10% of the Company’s total.assets at December 31, 2005.
However, mariagement anticipates that with the future contingent earn-out payments during the next 24
months, this acquisition may have ‘a material impact on the Company’s financial position and results of
- operations. The following unaudited pro forma financial information reflects the consolidated results of
operations of the Company as if the acquisition of CashNetUSA had occurred on January 1, 2005 The
unaudited pro-forma financial information has been prepared for informational purposes only and does not
purport to be indicative of what: would have resulted had the acquisition transaction occurred on the date
_ indicated or what may result in the future (§ in thousands, except per share data): ;

L Year Ended ) Year Ended
‘ . : R December 31, 2006 - December 31, 2005

o . S .. AsReported _ProForma® AsReported ._Pro Forma ®
Total TeVENUE. ...t B 693,214 8 730,794 : § 594,346 . 8. 603,506
Net revenue .... 488,285 - 525,865 -~ 410,547 ~ 419,707
Total expenses........... SR RN 384,266 - 418,941 + 320835 10 342,094
Net INCOME v e e 60,940 61,908 - 44,821 ., 41,731
Net income per share: T T _ ' . oo T . ~

BASIC oo e S SEIRPEEL. 2.05 $ 209 .% 1.53 0 0§ . 143

Diluted ....oooeveieiieeceen] e 5 200 $ 2.03 $ 1.48 $ 1;38

'(a) Pro‘forma adjustments reflect:” A : o '

(i) the inclusion 6f operating results of CashNetUSA‘for the period’ January I, 2006 through September 15, 2006, the
date of acquisition, for the 2006 pro forma and the twelve months operating results for the 2005 pro forma; o

,(“) ‘the adjustments of depreciable asset bases and hves for property and equipment and amortization of intangible assets “
acquired by the Company; . !__

(iii} the additional interest incurred in the acqu151t10n of CashNetUSA’s operatmg assets and 4

(iv) the tax effect of CashNetUSA’s earnings and net pro forma adjustments at the statutory rate of 35%.

'21. Related Party Transactions ~ * S - o

ln October 2005, the Company acquired three pawnshops that were previously franchise units for a

| total purchase pnce of $3 1 million froni Ace Pawn Inc. (“Ace”) whose sole stockholderJ D. Credlt 'Inc. is

___controlled by the Chalrman of the Board of Dlrectors of the Company Thé purchase price was detérmined

" by independent appra15a1 and approved by the Board of Dlrectors of the Company. The Company reeorded
royalties of $48,000 in 2005 before the completion of the acquisition, and $54,000 in 2004.

Under the Company’s now discontinued officer stock loan program, the Company recorded mterest

income of $36,000, $149,000 and $150,000, respectively,.in 2006, 2005 and 2004. At December 31, 2006

and 2005, the outstanding balance on these notes was $18,000, and $2.5 mllllon and accrued 1nterest on

these notes was $5,000 and $585,000, respectively.

In November 2005, the Company’s Chief Executive Officer adopted a pre-arranged, systematic
trading plan to sell company shares pursuant to gu1delmes specified by Rule 10b5-1 under the Securities and
Exchange Act of 1934 and with the Company’s policies with respect to insider sales (the “Plan”)., From
November 2005 through June 2006, the Company’s Chief Executive Officer exercised stock optlons and

" sold Company shares under the Plan. The Chief Executive Officer used proceeds from the sales of shares
" under the Plan to fully repay-his pre-2003 secured loan under the Company’s now discontinued officer stock
toan program and accrued interest thereon totaling $2.1 million. In 2006, the Company’s Chief Financial
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CASH AMERICA INTERNATIONAL, INC. AND SUBSIDIARIES
. NOTESTO CONSOLID'ATE_D FINANCIAL STATEMENTS (Contin'i:ed)

Officer and another executive officer also pa1d a total of $985 000 (mcludmg accrued interest) to fully repay
similar ofﬁcer stock loans.

22. Fair Values of Financial Instruments

b P

The carrymg amounts and estimated fair values of financial instruments at December 31, 2006 and
2005 were as follows (in thousands) : ] oo : -

[ L

= S 2006 - - 2005

i Carrying Estimated ~ Carrying - Estimated -
Value Fair Value —_ Value ° "Fair Value
Financial assets: : . R )
" Cash and cash equivalents.............ooocoeeeevevcvnnnae $ 25723 % 25723 % 18852 §° 18,852
Pawn J0ANS. ..ot v eirr e esre s 127,384 .127,384 115,280 115,280
P Cash advances, Neti .. oo oo 79975 . - 79975 40,704 40,704
Subordinated notes receivable.......coocooviveeninne . 9,760 - 9.889 7,994 8,270
Interest rate cap ©......oeennne, Herenet e 85 85 93 - 93
- Foreign currency forward contracts...l ................. 2) 2) . 77 77
Financial liabilities: A :
Bank 1ine of credit ... oo $ 81,677 % 81,677 § 71,137 § 7.137°

Senior unseoured NOES .vvvrreiiecciec e, SO 138,072 137 158 94,857 96,026

Cash and cash equivalents bear 1nterest at market rates and have maturities. of less than 90 days.
Pawn loans have relatively short maturity periods depending on local regulations, generally 90 days or less.
Cash advance loans generally -have a loan term ‘of 7 to 45 days ‘Finance and service charge rates are
determined by regulations and bear no'valuation relationship to the capital markets 1nterest rate movements.
Generally, pawn loans may only be resold to a licensed pawnbroker

y

" The fair value of the subordmated notes recelvables is estlmated by takmg the present value of the
expected cash flow over the life of the notes discounted. at ‘a rate’ prevalent to financial instruments with
similar credlt profiles and like terms. .

The Company 5 bank credlt fac:llty bears interest at a rate that is frequently ad]usted on the basis of
market rate ‘changes. The fa1r values of the remammg long—term debt instruments are estimated based on
market values for debt 1ssues wnth 51m1lar charaeterlst:cs or rates currently avatlable for debt ‘with 51m1lar

* o
-
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T

23.  Quarterly Financial Data (Unaud‘éted)

The Company’s operations are subject to seasonal fluctuations. Net income tends to be hfghest
during the first and fourth calendar quarters, when the average. amount of pawn, loans and cash advance
balances are the: hlghest and consistent with heavier disposition of merchandise activities compared, fo the
_other two quarters. The following is a summary of the quarterly results of operations for the years elnded

_December 31, 2006 and 2005 (in thousands, except per share data): - k

F.irst Second. - Third Fourth :

) - Quarter Quarter: Quarter .~ _Quarter
2006 . g ‘ R

Total revenue ... . $162,618 §149,607 316559 3 215, 393

Cost of revenue . I 52,742 42,88 46,281 . 63,020
‘Net revenue.......ccoooeeveceenee. R 109.876 106,721 119315 152,373
Net income @ ........cooocrrnrrrnnnn. e 15388 10,913 12,941 | 21,698
Diluted net income per share ' ............... e $ 051 8 036 '8 042§ 0717
‘Diluted weighted average common shares........... 30,385 30,569 30,548'_ 30,561
2005 - , | o
. Total revenue .......0..o 2. AT s © $144,980 -$7133,569 §144,773° §171,015:
CoSt OF TEVEINUE ..o es e cen s s v 47955 38,939. 40,863 © 56,042
NELTEVEINUE. ... seab b e s anaaanas 97,034 94,630 103,910 114,973
Income from continuing operations................. e - 11,902 . 6,900 9,563 - 16,456 .
Income from dlscontmued operations @............. G - L — 197
NEE IRCOME. ... oviicriesaseesresesesrsssesesr s eseseesens 11,502 6,900 9,563 .. 16,653
Diluted income per share — - , . . . .
.Income from continuing operations !.................... .8 039 § 023 § 032 S8 055
Income from discontinued operations ............ S —_ = — T 01
NELINCOME ... s $ 039 § 023 $ 032 § 055
Diluted weighted average common shares .............. . 30,396 30,079 - 30,142 30, 169

T OThe second quarter results’ include a $2,167 ($1, 409 net of related taxes), or $0 05 per share, gam from termination ofa

léase contract. SR -
@ The Company sold its foreign pawn lendmg operations in 2004. This income principally represents changc in the U. S'. .
tax'provision on the dlsposal resulting from the final tax adjustments to the 2004 foreign pawn lending operatlons tax

... . retums, _ . o . : . L :
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ITEM Y. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
AND FINANCIAL DISCLOSURE '

None.

ITEM 9A. CONTROLS AND PROCEDURES

" Under the supervision and with- the participation’ of the Company's Chief Executive-Officer and
Chief Financial Officer, management of the Company has evaluated the effectiveness of the design and

* operation of the' Company’s disclosufe: controls and procedures (as defined in Rules 13a-15(e) and 15d-

15(e) under the Securities Exchange Act of 1934) as-of December 31, 2006 (“Evaluation Date™). Based .
upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of the
Evaluation Date, the Company’s disclosure controls and procedures are effective (i)to ensure that
information required to be disclosed by us in reports that the Company files or submits under the Exchange
Act is recorded, processed, summarized and reported within the time periods specified in the Securities and
Exchange Commission rules and forms; and (ii) to ensure that information required to be disclosed in the
reports that the Company files or submits inder the Exchange Act is accumulated and communicated to our
management, including the Company’s Chief Executive Officer and Chief Financial Officer, to allow timely
decisions regarding required disclosures. . .

The Report of Management on Intermal Control Over Financial Reporting is included in Item 8 of
this annual report on Form 10-K. There was no change in the Company’s internal control over financial -
reporting during the quarter ended December 31, 2006, that has materially affected, or is reasonably llkely
to materlally affect, the Company’s internal control over financial reporting. :

The Company’s management, including its Chief Executive Officer and Chief* Financial Officer,
does not expect that the Company’s disclosure controls-and procedures or internal controls will prevent all
possible error and fraud. The Company’s disclosure controls and procedures are, however, designed to
provide reasonable assurance of achieving their objectives, and the Company’s Chief Executive Officer and
Chief Financial Officer have concluded that the Company’s financial controls and procedures are effective
at that reasonable assurance level.

PART 111

ITEM 10.” DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
Informatlon requ1red by this Item 10 with respect to dlrectors the Audlt Commlttee of the Board of
Directors and Audit Committee financial experts is incorporated into this report by reference to the
Company’s Proxy Statement for the 2007 Annual Meeting of Shareholders (“Proxy Statement™), and in
particular to the information in the Proxy Statement under the captions “Election of Directors” and
“Meetings and Committees of the Board of Directors.” Information concerning executive officers is
contained in Item 1 of this report under the caption “Executive Officers of the Registrant.” Information
regarding Section 16(a) compliance is incorporated into this report by reference to the information contained
under the caption “Compliance with Section 16(a) of the Securities Exchange Act of 1934” in the Proxy

Statement.

The Company has adopted a Code of Business Conduct and Ethics that applies to all of its directors,
officers, and employees. This Code is publicly available on the Company’s website at
www.cashamerica.com. Amendments to this Code and any grant of a waiver from a provision of the Code
requiring disclosure under applicable SEC rules will be disclosed on the Company’s website. These
materials may also be requested in print and without charge by writing to the Company’s Secretary at Cash
America International, Inc., 1600 West 7™ Street, Fort Worth, Texas 76102.




In 2006, Daniel R. Feehan, Chief Executive Officer of the Company, filed his annual certification
with the New York Stock Exchange (“NYSE”) regarding the NYSE’s corporate govemance llstmg
‘--standards as required by Section 303A 12 of those listing standards Ce

. . . . .
LN . B . A '

ITEM 11. EXECUTIVE COMPENSATION S -
- Information contained under-the caption “Executive Compensation” in the Proxy Statement is
incorporated by reference into this report in response to this Item 11. ‘
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND. RELATED STOCKHOLDER MATTERS

Information contamed under the captions “Security Ownership of Certain Beneﬁcm] Owners and
Management”.‘and “Executive Compensation = Equity Compensation Plan Information™ in the Proxy
Statement is incorporated into this report by reference in response to this Item 12: e

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
lNDEPENDENCE S :

Information contained under’the caption “Executive Compensation™ in- the Proxy - Statement is
incorporated into this report by reference in response to this Item 13. L

ITEM 14 PRINCIPAL ACCOUNT[NG FEES AND SERVICES

Information contained under the captlon “Independent Registered Public Accountmg Firm” in the
Proxy Statement is mcorporated into this ‘report by reference in response to thls Item 14,

PART lV - o
- ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) (l) Financial Statements: See ltemn 8, “Financial Statements and Supplementary Data,”
..~ .- -.pages 52 through 89 hereof, for a list of the Company’s .consolidated ﬁnancnal
statements and report of independent registered public accounting firm. =~

(2) Financial Statement Schedule: The following ﬁnanc1a] statement schedule of the
Tt wto s Company is included herein on pages 93 through 94, < :

Report of Independent Registered Public Accounting Firm on Financial Statement
g - Schedule (page 93) | :
Schedule 11 — Valuation Atcounts (page 94)
All other schedules for which provision is made in the applicable accounting regulation
of the Securities and Exchange Commission are not required under the- related
instructions, are inapplicable, or the required information is included elsewhere in the
financial statements.

By " Exhibits required by Item 60! of Regulation S-K: The exhibits f'led in response to thxs
item are listed in the Exhibit Index on pages 95 through 97. " :
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SlGNATURES

'

Pursuant to the requirements of Section . 13 or 15(d) of the Securmes Exchange Act of 1934, the
Registrant has duly "caused this report to be signed on its behalf by the under31gned thereunto duly-
authorlzed .on February 26 2007. - : :

- CASH AMERICA INTERNATIONAL, INC.

By: /s/.DANIEL R. FEEHAN
Co " Daniel R. Feehan .
Chzef Executive Oj}" cer and President

- Pursuant to the requnrements of the Securmes and Exchange Act of 1934, the report has been signed
by the following persons on February 26, 2007 on behalf of the registrant and in the capacities and on the

_ dates indicated.
: -

Signature ' Title | Date
/sl JACK R. DAUGHERTY =~ “Chairman ofthé.Board . February 26, 2007
Jack R. Daugherty .~ Of Directors .
/s/ DANIEL R. FEEHAN _ . - Chief Executive Officer, ~ °  February 26,2007

Daniel R. Fechan " President and Dlrector
' ‘ ' : (Prmmpal Execunve Ofﬁcer)

/s/ THOMAS A. BESSANT. IR, ~ Executive Vice President and February 26, 2007
Thomas A. Bessant, Jr. Chief Financial Officer e
. (Principal Financial and

Accounting Ofticer) .
/s/ DANIEL E-BERCE "~ ° " . Dirctor ‘February 26, 2007
Daniel E. Berce - o '
/s/_A.R. DIKE - Director - - February 26, 2007
A. R. Dike | .
/s/_JAMES H. GRAVES Director- : February 26, 2007
James H. Graves ' - ’ <
/s/- B. D. HUNTER Director:~ . - -~ - February 26, 2007
‘B. D.-Hunter" - -
/s/_ TIMOTHY J. McKIBBEN . Director " February 26, 2007
Timothy J. McKibben )
/s/ ALFRED M. MICALLEF Director February 26, 2007

Alfred M. Micallef
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~“REPORT OF lNDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON FlNANCIAL STATEMENT SCHEDULE '

To the Board of Directors and Stockholders of ; . . _ g
Cash Amertca Internatlonal lnc e N ‘ o I
. ' ie O . . i . ‘: R |

Our audits of the consolldated f' nancxal statements “of management’s assessment of the

effectweness of internal control over financial reporting and of the effectlveness of internal control over

- financial ‘reporting referred to in-our.report ‘dated February 26; 2007 appearing in this. Annual Report on

Form IO K also included an audit of the financial statement schedule listed in Item 15(a)(2) of this Form 10-
K. Tn our 6pinion, this financial statement schedule: presents” falrly, in all. material respects, the mformatton i
set forth therein whien read in conjunction with the related consolidated financial statements.

“Phiciuats

Fort Worth, Texas
February.26, 2007
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CASH AMERICA INTERNATIONAL, INC.

_ VALUATION ACCOUNTS * '~ .
For the Three Years Ended December 31, 2006 - -

(dollars in thousands)

e ~ -Balance at-
S e s Beginning
Description_- .. oL ofLPe:_riod

.

- Additions

Charged -

s TO . ' . .
Expense . Other

b

Charged
To

SCHEDULE I’

. Deductions . |

- Balabce ﬁt
End ,
'_of Period

Allowance for losses on cash advances —"

3 .
-

Year Ended: . . )
December 31, 2006.............c..c..... $ 6309 § 59284 @ § 56276 § 19,513
December 31, 2005 ......oooviiiiinnns £ 4358 § 42,302 $. 50145 % 6,309
December 31, 2004 .......cc.ovreen., ©§ 3393 § 23,242 § 7,556 § 29833 $ 4358

Accrual for losses on third-party lender-owned cash advances — :

Year Ended: -

December 31, 2006...................... .8 874 § 279 § —_ $ —
December 31, 2005 .ooviervieeeenl ) 342 - 0§ . 532 0% — S — 3 874
December 31, 2004 ........ e Srerneaen $§ 55 3 287§ — I $ 342
Allowance for va!ﬁation of inventory — .
Year Ended: . o _
December 31, 2006....................... $ 180085 1098 S8 — ®)
December 31, 2005 ....coooovrrviiveeeenns $ 1445 $ 1070 S — s 713V § 1800
December 31, 2004 ......coooovecvcnnenen $ 1410 'S _ 342 8 — 8 507" § 1445

Allowance for valuation of deferred tax assets —

Year Ended:

December 31, 2006....................... 3 65 S8 65) 8§ — § . — 8 —
~ December 31,2005 ... by 225 0§ (123 8 — 3 37 b} 635
December 31,2004 ..o § 7204 § (66) § — $ 6813 $ 225

Allowance for valuation of discontinued operations (e}

Year Ended: L
December 31, 2006....................... s 211 % 13 b 7 — M (31) s 255
December 31, 2005 ...oovveeeee. 3 325 § 19 § — $ 133 3 211
December 31, 2004 .......coveevvrene 3 389 §_ 0 § — 94 hy 325

@ Recoveries. : .

® Deducted from allowance for write-off orother disposition of merchandise.
(c} Represents amounts related to business discontinued in 2001.
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- EXHIBIT INDEX :

The following documents are-filed as a part of this report.” Those exhibits previously filed and
incorporated herein by .reference are .identified by’ reference to the list of pnor filings after the list of
" exhibits. Exhibits not.required for thrs report have been omitted: o ] '

. R

Exhibit ; ' co & Deecriptio , *
: ' ') N : e

3.4 Amcles ‘of lncorporauon of Cash- America lnveslments Inc filed in the ofﬁce of the Secretary of
State of Texas on October 4, 1984.. (a) (Exhibit 3.1)

3.2 Articles of Amendment to the Articles of Incorporation of Cash America Investments, Inc. filed in‘the
office of the Secretary of State of Texas on October 26, 1984, (a) (Exhibit-3.2)

33 Articles of Amendmient to the Articles of Incorporation of Cash America Investments, Inc. filed in the
office of the Secretary of State of Texas on September 24, 1986. (a) (Exhibit 3.3)-

34_ - - CArticles of Amendment to the Articles of Incorporation of . Cash America Investments, Inc. filed in the
.office of the Secretary of State of Texas on September 30, 1987. (b) (Exhibit-3.4)

35 " Affticles of Amendment fo the Articles of Incorporation of Cash America Investments, Inc. filed in the

office of the Secretary of State of Texas on April-23, 1992 to change the Company § name to “Cash
America [nternational, Inc.” (c) (Exhlbrt 3. 5)

3.6 Articles of Amendment to the Articles of Incorporation of Cash America lntematronal inc. filed in

, Office of the Secretary of State of Texas on May 21,1993, (d) (Exh_rb:_t 3.6) .
37 Bylaws of Cash America International, Inc.. (e) (Exhibit 3.5) : .
38 Amendment to Bylaws of Cash America International, Inc. dated effective September 26, 1990. (f)
{Exhibit 3.6) ‘ |
3.9 Amendment to Bylaws of Cash- Amerrca lnlematlonal Inc. dated effective Aprll 22 1992, (c¢)
. (Exhibit 3.8) . N . , . .
4.1 Form of Stock Certificate. (c) (Exhibit4.1)." : BRI
10.1- Note Agreement between the Company.and Teachers-Insirance and Annu1ty Assocrat:on oft America
dated as of July 7; 1995. {g) (Exhibit 10.1)- .- co ' :
10.2 - First Supplement (November 10,-1995) to 1995 Note Agreement between the Company and Teachers
Insurance and Annuity Association ofAmerlca {h) (Exhibit 10.2) :
10.3 Second’ Supplement (December 30, l996) to 1995 Note Agreement between the Company and
Teachers Insurance and Annuity Association of America. (1) (Exhibit 10.16)
10.4 Third Supplement (December-30, 1997) 10 1995 Note Agreement between the Company and Teachers
Insurance and Annuity Association of America. (j) (Exhibit 10.20)
10.5 Fourth Supplement -(December -31; 1998) to 1995 Note Agreement between the Company and
Teachers [nsurance and Annuity Association of America: (k) (Exhibit 10.23) -
- 10.6 Fifth Supplement (September 29,:1999) to 1995 Note Agreement between the Company and Teachers
[nsurance and Annuity Association'of America. () (Exhibit 10.2) ‘
10,7 . Sixth Supplement (June 30, -2000).t01995 ‘Note Agreement ‘between - the Company and Teachers
Insurance and Annuity Association of America. (m) {Exhibit 10.2) -~ - :
©10.8 Seventh Supplement' (September 30, 200l) to 1995 Note Agreement between the Company and
- Teachers Insurance and Annuity A3sociation of America. (n) (Exhibit 10.26)
10.9 Eighth Supplement (September 7, 2004) to 1995 Note Agreement between the Company and Teachers
’ Insurance and Annuity Association of America. (o) (Exhibit 10.1) .
10.10 Note Agreement dated as of Decerber' 1, 1997 among the Company and the Purchasers named therein

for the issuance of the Company’s 7.10% Senior Notes due January 2, 2008 in the aggrepate pnnc1pal
amount of $30,000,000. () (Exhibir 10. 23)

10.11 . First Supplement (December 31, 1998) to Note Agreement dated as of Decembcr 1, 1997 among the

Company and the purchasers named thereln (k) {Exhibit 10. 29)
10.12-- " Second Supplement (September 29, 1999) to Note Agreement dated as of December 1, 1997 aniong

the Company and the purchasers named therein. (1} (Exhibit 10.1)
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Exhibit

10.13

10.14

10.15

10.16

10.17

10.18
10.19

10.20 -

10.21
10.22
10.23
10.24
10.25
“10.26

10.27

10.28

10.29
10.30
10.31

10.32

10.33
10.34

10.35

Description

Th1rd Supplement (June 30, 2000) to Note Agreement dated as of December 1, 1997 among the
Company and the purchasers named therem (m) (Exh1b|t 10. l)

Fourth Supplement (September 30, 2000) to Note Agreement dated as of December 1, 1997 among’
the Company and the purchasers named therein. -{n) (Exhibit 10.38) .
Fifth Supplement (September 7, 2004) to Note Agreement dated as of December 1, 1997 among the
Company and the purchasers named therein. (0) (Exhibit 10.1)

Note Agreement’ dated as of:August 12, 2002 among the Company and the Purchasers named therein.
for the issuance of the Company’s 7.20% Semor Notes due August ]2 2009 in the aggregate principal
amount of $42,500,000. (p) (Exhibit 10.1)

Amendment No. | (September 7, 2004) to Note Agreement dated as of August 12, 2002 among the
Company and the purchasers named therein. (o) (Exhibit 10.1)

Supplemental Executive Retirement Plan dated effective January 1, 2003 (q) (Exhibit 10.32)

Form of Executive Change in-Control Severance Agreement dated December 22, 2003 between the
Company and each of its Executive-Vice President's (Thomas A. Bessant, Jr., Robert D. Brockman,
Jerry D. Finn, Michael D. Gaston, William R.-Home, James H. Kauffman) (q). (Exhibit 10.31)"
Amended and Restated Executive Employment Agreement between the Company and Mr. Feehan
dated as of January 21, 2004, (q) (Exhibit lO 30 ‘

2004 Long-Term Incentive Plan (r) (Exhlblt 10.21)

First Amended and Restated Credit Agreement among the Company, certain lenders named therein,
and Wells Fargo Bank, National Association; as Admmlstratlve -Agent dated as of February 24, 2005,
(r) (Exhibit 10.22) _ . .

Administrative Credit Services Agreement, dated July 1, 2005, by and between Cash America
Financial Services, Inc. and NCP Finance Limited Partnership. {(s) (Exhibit 10.1}

Administrative Credit Services Agreement, dated July 1, 2005, by and between Cash America
Financial Services, Inc. and NCP Finarice Michigan, LLC, (S) (Exhibit 10.2)

Administrative Credit 'Serwces Agreement dated July 1, 2005, by and between Cash Amenca :
Financial Services, Inc. and NCP Finance Florida, LLC, (s) (Exhlblt 10.3)

Administrative ‘Credit Services Agreement, dated July I, 2005, by and between Cash America
Financial Services, Inc. and Midwest R&S Corporation. (s} (Exhibit 10.4) .

Guaranty dated July 1, 2005 by Cash America International, Inc. for the benefit of NCP Finance
Limited Partnership. {s) (Exhibit 1.5}

Guaranty dated July 1,.2005 by Cash ‘America, lmematlonal lnc for the benefit of NCP Finance
Michigan, LLC. (s} (Exhibit 10. 6) PR

Guaranty dated July 1, 2005 by Cash America lnlematlona] Inc. for the benefit of NCP Finance
Florida. (s) (Exhibit 10. 7) . oy ;

Guaranty dated July 1, 2005.by Cash America lntematmnal Inc.. for the benefit of Midwest R&S
Corporation. (5) (Exhlbll 10.8) - ‘

Amendment One: (January 285, 2006) to the Cash Amerlca International, Inc.. 2004 Long-Term
Incentive Plan. (t) (Exhibit 10.31) L L

Note Agreement dated as of December 28 2005 -among, the Company and the Purchasers named
therein for the issuance of.the Company’s 6.12% Senior Notes due December 28, 2015 in- the
aggregate principal amount of $40,0600,000. (t) (Exhibit 10.32)

Executive Change-in-Control Severance Agreement dated May. 23, 2006 between the
Company and Jerry Wackerhagen. (u) (Exhibit'10.1)

Executive Change-in-Control Severance Agreement dated July 17, 2006 between the
Company and J. Curtis Linscott.(u) (Exhlblt 10.2) " :

Note Agreement dated as of December 19, 2006 among the Company and the Purchasers named
therein for the issuance of the Company’s 6.09% Series Senior Notes due December 19, 2016 in the
aggregate principal amount of $35,000,000 and 6.21% Series B Sentor Notes due December 19, 2021
in the aggregate principal amount of $25,000,000. (v) (Exhlb]t 10.1) -
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- Exhibit -

10.36
10.37
1038
10.39

14

21

" 23
3.1

312
320 -

322

o + . Description ) . ‘ .
- ' N o . o ',. . . s ) o
' o * . B by

*

Letter agreement dated January =25, 2006 extendmg Amended and Restaied. Executlve'
Employment Agreement between the Company and Mr. Fechan dated January 21,2004 )

Suppiement No. 9 (December 31, 2006) to Note Agreement dated as July 7, 1995, among the |

- Company and the purchasers named therein,

Supplement No. 6 (December 31; 2006) to Note Ag,reement dated as of December 1, ]997r

. among the Company and the purchasers named therein. .« . t
. Amendment No. 2 (December 31, 2006) to Note Agreement dated as of August 12, 2002,
-among the Company and the purchasers named therem o -

Code of Ethics" The Company’s Code of: Business Conduct and Ethrcs may be accessed via the -

Company s website at www, cashamérica.com. |

Subsidiaries of Cash America International, Inc.
“Consent of PricewaterhouseCoopers LLP. '

Certification of Chief Executive’ Officer. | T i

Certlt'canonofChlemeant:ta]Off'cer _ ST - i

Certification of Chief Executive Officer pursuant to 18 U. S C Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002. i

Certification of Chief Financial Officer pursuant to' 18 U.S. C Section 1350, as. adopted pursuant to
Section 306.0f the Sarbanes-Oxley Act of 2002. - -, : e, "\_‘ . ;

Certain Exhrblts are incorporated by reference to the Exhibits shown in parenthesrs contained in the Company 5
- following filings with the Securities and Exchange Commission: - -

(a)
(b)
(c)
(d) -
(e)
(f
{g)
(h)
iy -
)]
(k)
U
(m)”

m

(©)
"
Q).

©
(0
{u) E
v)

" "Annual Report on Form 10-K for the year ended Decerber 31,1996

) rQuarterIy Report on Form 10-Q ‘for the quarter ended September 30 1999

"1 Current Report on Form 8-K dated December 22, 2006

Registration Statement Form S-1, File No: 33-10752.
Amendment No- 1o its Registration Statement on Form S-4, Fite No 33- 17275 - )
Annual Report on Form'10-K for the year ended December-31; 1992, .
Annual Report on Form [0-K for the year ended December 31, 1993,
Post-Effective Amendment No. 1 to its Registration Statement on Form'S-4, File No. 33- l7275
Annual Report on Form 10-K for the year ended December 31,1990 : '

‘Quarterly Report on Form 10-Q for the quarter ended Juné 30, 1995, ’ K

Quarterly Report on Form 10- o) for the quarter ended September 30, 1995. o |

P C 1

Annual Report on Form 10-K for the year ‘ended December 31, 1997, . o .
Annual Report on Form™10-K for the year ended December 31, 1998 .

Quarterly Report on Form 10 -Q for the quarter ended September 30 2000

- Annual Report on Form ]0 K for the year ended De_cember 31, .2001

Current Report on Form 8-K dated September 7, 2004. ,
Current Report on Form 8-K dated Aupust 15,.2002. . L . o e T
Annual Report on Form 10-K for the year ended December 3L 2003 R _

Annual Report on Form IO K for the year ended December 3! 2004 . ' .. v
Quarterly Report on Form 10- Q for the quarter ended June 30, 2005. . L o g

"Annual Report on Form 10-K for the year ended December 3l 2005. ' o ' Ve
i

Quarterly Report on Form 10-Q for the quarter ended June 30 2006
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EXHIBIT 21

SUBSIDIARIES OF CASH AMERICA INTERNATIONAL, INC.

Jurisdiction of

- . . ) Incorporation/
Subsidiaries L Organization
Cash America International, InC. ...t ettt Texas
Cash.America, Inc. ..o e ettt et e - Delaware
Cash America Advance, INC.....ovveeeeeeee e seeereenneneeas Delaware
Cash America, Inc. of Lounsnana Delaware
RATI HOIING, INC. .ot ee s e Texas
Cash America, [nc. of Tennessee ..........cocoovvvveveeeennnn s e Tennessee
Cash America, Inc. of Oklahoma .........ccoccovirivrvirier v, et et ranaaen Oklahoma
Cash America, Inc. of South Carolina...........ocooiviiiiiiiiir s s South Carolina
Florida Cash AmMerica, INC........ovoiiiiiiiciie e eer et e e Florida
Georgia Cash America, InC. ..o, e Georgia
Cash America, Inc. of North CaroliNa...........oovvviiiie i eieeeeeee e eeeeee s eaessererasenena North Carolina
Cash America Pawn, Inc, of Ohio ........... ettt et e ee et e teeatearee e i eineaneeteseteabanrararas Ohio
Cash America, Inc, of Alabama.............. errert e a—— [ETPRUIIVNII S reeaies Alabama
Cash America, Inc. of Colorado ... Colorado
Cash America, InC. OF INAIANA .......oooiie e e Indiana
Cash America Pawn L.Penins e et e e et et e n e e e arntes Delaware
Cash America Management L.P................ SO O Delaware
Cash America Holding, Inc. .......... ee e e rens S, et anens Delaware
Mr. Payroll Corporation........ecvvvvvvvninenrirenennnnns s s RS Delaware
Express Cash International Corporation........... e s Delaware
Cash America of Missouri, [NC....c.cccociiiniiie ) T OO Missouri
Vincent’s Jewelers and Loan, [nc. ................. et e e e e et e et e e et en e e ennnaas Missouri
Cash America, Inc. of Utah ... e Utah
Cash America Franchising, INC. .......coco ot et Delaware
Cash America Financial Services, Inc. ............... e Crrrrr s - Delaware
Cash America, InC. 0f THINOIS......cviiiriieicis e rss s b reeasans Hlinois
Uptown City Pawners, Inc. ......ouv.... e e e et e— e e e et e besbesaaaraerias llinois
Doc Holliday's Pawnbrokers & Jewel]ers Inc...... cnrneerenns e e Delaware
Longhorn Pawn & Gun, INC. ...t ee e e Texas
Bronco Pawn & Gun, INC. e Oklahoma
Gamecock Pawn & Gun, INC. eeeeoeveiiiieeeiieee. e et South Carolina
Hotnet Pawn & GUN, INC. ..o ettt satrarres et North Carolina
Tiger Pawn & Gun, INC. oo a e Tennessee
Cashiand Financial Services, INC. ... sses e st eeante s Delaware
Cash America, Inc. of Kentucky e e Kentucky
Cash America, INC. OF Nevada..........ooooiiii vttt a e enen Nevada
Cash America, INC. 0F VITGIMIA......o..oivoveeeeeieeeeeseeeesees e esssssessseserseserene O Virginia
Cash America, Inc. of Alaska............c.c........ et ettt et Alaska
Cash America Net Holdings, LLC......... et eeee e ‘Delaware
Cash America Net of Arizona, LLC.............. bbb bt Delaware
Cash America Net of Alabama, LLC ..o Delaware
Cash America Net of Alaska, LLC ..ottt Delaware
Cash America Net of California, LLC ..o cesesar e Delaware
Cash America Net of Colorado, LLC ... Delaware




PR T Cor e ke Te T T e R yrisdiction of
, ' o . ; "~ Incorporation/
T SN g o oo oo o Subsidiaries..rise i Ors_amzauon
T Cash Amerlca Net of Delaware LLC " , SRR TORE I ceel Delaware,
N Cash Amenca Net of Flonda LLC....c.... - De]aware
- Cash America Net of Hawau LLC : ' LT Delaware .
L Cash America Net of ldaho LLC . i ;Delaware '
Cash America Net of Illinois, LLC". >~ Delaware
3 Cash America Net of Indiana, LLC ........................................................................... " Delaware
Cash America Net of [lowa, LLC ..o eeceemenencaas . Delaware
Cash America Net of Kansas, LLC................. Tl : ‘v . Delaware
Cash America Net of Louisiana, LLC Delaware
Cash America Net of Michigan, LL.C Delaware. -
Cash America Net of Minnesota, LLC ' Delaware
Cash America Net of Missouri, LLC .......cooooveevvverirerns ' : Delaware
. Cash America Net of Montana, LLC ..........cocoooovovvvrevorriresinend e - Delaware
Cash America Net of Nebraska, LLC .........ccoooevivvnnenececeeecce Delaware
Cash America Net of Nevada, LLC ..........c.cveiennn, —— e ' Delaware
Cash America Net of New-Hampshire, LLC et Delaware
Cash America Net of New Mexico, LLC it Delaware
- " . CashNetUSA CO, LLC ..o soecensieseeeessseenmsensssseeconssneens) . Delaware
CashNetUSA, OR, LLC .....oormrrrrrrcnrerreeseiseserenene T e Delaware
~ The Check Giant NM, LLC .........ooooeoeeeeeseeeeeereessssns s ennnssnsssesssens e Delaware
Cash America Net of North Dakota LLC . foeas ) Delaware
Cash America Net of Ohio, LLC .......ioovoooieercennie e e e e, Delaware
.. Cash America Net of Oklahoma LLC .o, SSRUTRN e i, Delaware
“ ‘Cash America Net of Oregon, LLC .....o..ovvevvveveroereresnnnns e A Delaware
Cash America Net of PA, LLC ..o s, ..  Delaware
Cash America Net of Pennsyivania, LLC: i Ve Delaware
 Cash America Net of Rhode [sland, LI.C . Delaware,
Cash America Net of South Dakota, LLC . _ . : Delaware
Cash America Net of Texas, LLC........o.ooceeeeeeeeeeeecececeeons rvneinerermereeeee . Delaware
Cash America Net of Utah, LLC..........cocooovvvvvnnrnenienennns e en et Delaware
Cash America Net of Virginia, LLC........... et e e n et T " Delaware
Cash America Net of Washington, LLC s e sane N Delaware
. Cash America Net of Wisconsin, LLC ' " ..  Delaware

" Cash America Net of Wyommg, LLC v Delaware

.,




L ' N A el EXHIBIT23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

N . \!.- E

We hereby consent to the mcorporatton by reference in the Reglstratton Statements on' Form S 8.
(Nos. 33-29658, 33- 36430, 33-59733, 333- 95827 and 333- 97273) ofCash America International, Inc. of.our o
report dated February 26, 2007 relatmg to the financial statements, management’s assessment of the
. .effectiveness of mtemal control over financial reporting and the effectiveness of mtemal control over
- -, hinancial reporting, whtch appears in this'Form 10-K. We also consent to the mcorporatlon by reference of -

) our report dated February 26, 2007 relatmg to the ﬂnanCtaI statement schedule Wthh appears in this Form’
© O 10-K. : : :

Fort Worth Texas
- February 26 2007

-4
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31.1

y | . CERTIFICATION

1, Daniel R. Feehan, certify that:

1. I have reviewed this report on Form-10-K of ,Cash Arfierica International, Inc.;
. - !

RO 2 ased oh my: knowledge this repon does not ‘contain any untrue statement of a' material’ fact or omit to state a

hmatenal fact necessary:to make the statements made, in-light of the circumstances under which' such
statements were made not'misleading with respect to the period covered by this report; . :

;‘n 2

3. Based'o‘n’ my . knowledge the financial statements, and other financial information included in this report,

- fa1rly present; in all material respects the financial condition, results of operatlons and cash flows of the :

reglstrant as of, and for the periods presented in thrs report;- . -.. vy . |

l

< controls and procedures (as defined in Exchange Act Rules 13a-15(e) and.15d-15(e)) and internal control over
. f'manctal reportmg (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the regtstrant and have

. EXHIBITSAL.

4 The regtstrant s -other certlfymg ofﬂcer and I aré responsrble for establishing and maintaining dlsclosure

*

Lo a) de51gned such: d1sclosure controls and procedures or-caused such dlsclosure controls and procedures to

St e “be designed- under our. supervision, to-ensure that material -information relating to the regtsltrant
. mcludlng its consolidated subsidiaries, is made known- 1o us by others wrthln those entities, part1cu]arly :

durm;b the period in which this report is being prepared;

L. 4dwr o reporting to betdesrgned under our - supervision, .to provide reasonab]e .assurance regardmg the
Lo rehabrllty of - financial reporting and the‘preparatlon of financial stafements for externa] purposes in
accordance with generally accepted accountmg principles; . . e - .
o Lreport our conclusions about the effectiveness of the disclosure controls and procedures as of the end-
- o of the period covered by this report based on such evaluation; and = ‘ : |
) disclosed in this report any chahge .in. the registrant’s internal contro} over financial reportmg that

"+ ' -, occurred during the registrant’s fourth fiscal quarter that has materially affected, or is reasonably hkely

L

to materlally affect the regrstrant s mternal control over financial reportlns_.,, and

control-over financial reporting, to"the- -registrant’s-auditors ‘and the audit comm1ttee of the régistrant’s board
of directors (or persons performmg the equrva]ent functions): -~ - - . :

+.

a

~a). . all srgmf' icant-deficiencies and matenal weaknesses in the de51gn or operanon of internal control over -

financial. reporting which are reasonably likely. to adversely affect the reglstrant s ablhty to record'

. '+ " process, summarize and report:financial information; and. S T
by any “fraud,’ whether or not .material; that involves management or’ other employees who have a
- significant role in the registrant’s internal conirol over financial reporting. . i

-Date:  February 26, 2007 . . - ?

{s/ ]5aniel R. Feehan ) e ? ‘
“ " Daniel R. Feehan ) : ] '
- Chief Executive Officer and President

Y

#~ tb). . designed such internal control over Ainancial‘réporting, ‘or caused such internal control over fi nanc1al'

l
cg) - evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this -

+5.  The registrantis other cert:fyrng ofﬁcer and | have dtsclosed based on our most recent’ evaluatton of 1ntemal




i _ ‘ EXHIBIT 31.2

CERTIFICATION

I, Thomas A. Bessant, Jr., certify that:

1.

I have reviewed this report on Form 10-K of Cash America International, Inc.; -
Based on'my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such

statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other, financial information included .in this report,

- -fairly present in all material respects the financial condition, results of operatlons and cash flows of the

registrant as of, and for, the periods presented in this report el

The registrant’s other Certifying officer and | are responsible for establishing and rﬁaintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e} and 15d-15(e})) and internal control over
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to

be designed under our supervision, to .ensure that material -information relating to. the registrant,

“including its consolidated subsidiaries, is made known to us by others wrthm those entities, particularly
during the period in which this report is being prepared; . :

b) designed such internal control over financial reporting, or caused such internal comrol over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles; - "

c), evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this

. report our conclusions about the effectiveness of the disclosure controls and procedures as of the end of
the period covered by this report based on such evaluation; and -

d)  disclosed in this teport-any change in the registrant’s internal control- over financial reporting that
.occurred during the registrant’s fourth fiscal quarter that has materially affected, or is reasonably likely
to materially affect, the reglstrant s internal control over financial reportmg, and '

The registrant’s other certifying ofﬁcer and | have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committe¢ of the registrant’s board
of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over

financial reporting which are.reasonably likely to adversely affect the registrant’s ability to record,

_ process, summarize and report financial information; and .

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date:  February 26, 2007

/s/ Thomas A. Bessant, Jr.

Thomas A. Bessant, Jr.

Executive Vice President and o . :
Chief Financial Officer '




. ' |
. EXHIBIT: 32.1

:*18 U.S.C. SECTION 1350,
£ AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

CERTIFICATION PURSUANT TO ' oo

.In connection with the -Annual Report ‘of Cash Amerlca International, Inc.i(the “Company™ ) on

" Form 10- K for the year ended December 31, 2006, as filed with the Securitics and Exchange Commlssmn

con the date hereof (the “Report”); 1, Daniel R.. Feehan ‘Chief- Executwe Officer-and President. of the

Company, cemfy, pursuant-to 18;U.S.C. Section'1350, as adopted pursuant to Section 906 of the Sarbanes-

Oxley Act of 2002, that to my knowledgc . . .

(1) The Report fully complles with the reqmrements of Section 13(a) or lS(d) "
of the Securities Exchange Act of 1934, as amended; and :

(2) The information contairied in the Report fairly preSents, in.-all material o {
respects, the financial:-condition- and results of -operations of. the
. Company.

/s/ Daniel R. Feehan

* Daniel R.-Feehan

Date: fFebruEry 26, 2007

Chief Executive Officer and President ' t ' C L E .



s

o " L .EXHIBIT 32.2

» CERTIFICATION PURSUANT TO : - & s
-18 U.S.C. SECTION 1350, ' ' :
AS ADOPTED PURSUANT TO .
""SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In "connection with the Annual’ Report of Cash America International, Inc. (the “Company }on
Form 10-K for the year ended December 31,2006, as filed with‘the Securities and Exchange Commission
" on the date hereof (the “Report”); I, Thomas A. Bessant, Je., Executwe Vice Presndent and Chief Financial -
_ Officer of the Company, certify, pursuant to 18-U.S.C. Section 1350, as adopted pursuant to Sectlon 906 of
. -the Sarbanes- Oxley Act of 2002, that to my knowledge ) o . . :

(1) The Report fully complies with the requirements of Sectlon 13(a) or 15(d)
of the Securities Exchange Actof 1934, as amended and

(2) The information contamed in the Report fairly presenls, in all’ matenal
respects, the financial condition and -'results of.. operations of the -
Company. .

/s/ Thornas A. Bees'ant Jr.
Thomas A. Bessant, Jr. :
-Executive Vice President and Chtef Financial Officer

Date: February 26, 2007
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CashAmerica

Cash America international, inc.

1600 West 7ih Streel
Fort Worth, Texas 76 022509
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